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Mrs. Oscar W. Underwood presents 
this book in memory of ber husband. It 
is one of a special edition prepared for 
distribution to certain persons and to se- 
lected libraries. She hopes that, whatever 
the opinion of the reader upon matters of 
government may be, the book may add 
something to bis knowledge and to bis 
spirit, for it gives the matured judgment 
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OSCAR W. UNDERWOOD: A PORTRAIT 
I 


In the months intervening between the congressional elec- 
tions of 1910, which swept the Democrats into power in 
the House, and the meeting of the new Congress, curiosity 
was keen as to the capacity of the victors to avail them- 
selves of their opportunity. The spirit of insurgency in 
House and Senate had extended to the people, who had 
risen in revolt against the Payne-Aldrich bill and the re- 
actionary policies of the Taft administration. A large 
portion of the press had led in the protest. Faith in the 
party in power, if not completely broken, had been well 
nigh destroyed, and public sentiment was ripe for mobi- 
lization behind a sane, progressive and constructive Demo- 
cratic program. 

The Republicans contemplated the situation with smug 
complacency, and even the progressive element of the na- 
tion was a bit uneasy over the prospects. For generations 
a persistent propaganda, resting on no solid foundation, 
had been busy with the story that the party of Aldrich and 
Payne alone was “‘fit to govern,” or possessed the capacity 
for government. Many with no background of historical 
knowledge assumed this to be true. And, in truth, there 
was much in the comparatively recent record of the De- 
mocracy to explain the skepticism as to its capacity for 
constructive statesmanship. Its last lease of power had 
been more than unhappy. It had betrayed the people on the 
tariff and all but broken the heart of the gallant and ac- 
complished Wilson of West Virginia, whose measure had 
been literally gutted by alleged Democrats serving selfish 
interests bent on legislative exploitation. After that, for 
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more than a decade, it had manifested a grim determina- 
tion to divide. Party dissensions had been the rule, and in 
Congress the public had found little in its policy to com- 
mend it to the confidence of the people. Hence the smug 
complacency of the enemy and the uneasiness of the well- 
wishers of the Democracy. 

Almost in the twinkling of an eye all this was changed. 
A leader loomed large upon the political horizon with 
whose very name the man in the street and in the corn row 
was barely familiar. This gave a touch of color and 
romance to his discovery by the masses. To his associates 
in the House he had long been an impressive and an un- 
usual figure, but he had never sought to dramatize himself 
for the benefit of publicity. Modest, unflashing, in no sense 
a scintillating wit or a dramatic orator, the public in 
general hardly knew him; but his associates knew him as a 
sound statesman, a studious man of facts and figures, with 
an almost uncanny power of conciliation. He had been too. 
busy with his researches in his library and committee room 
to wave flags from the hilltops for the entertainment of the 
crowd. While others had been ‘‘discussing”’ the tariff, he 
had been delving deep into its mysteries, and it was re- 
served for Senator Bailey to express the common verdict 
of the associates of Oscar W. Underwood when he said: 
“Underwood is the only man in either house of Congress 
who could be locked in a hermetically-sealed room for a 
week and emerge from it with a perfectly good tariff bill.”’ 

Within a few months this had come to be the opinion of 
the country. 

II 


WHEN Oscar Underwood was made chairman of the 
Ways and Means Committee and the leader of his party in 
the House, he had been a member for fifteen years. He 


Oscar IV. Underwood: A Portrait ix 
eo a te 


had inherited a genius for politics from his forebears. His 
grandfather had been a distinguished senator from Ken- 
tucky, serving with Henry Clay, and strangely enough 
devoted to the latter’s tariff theories. It was in Louisville 
that Oscar Underwood was born on May 6, 1862, in the 
midst of the war of the sections. His father, a distin- 
guished lawyer, and first counsel of the Louisville & 
Nashville Railroad, had not permitted the lure of politics 
to divert him from his professional activities, but he was a 
man of strong convictions. It was from his grandfather 
that Oscar Underwood inherited his profound interest in 
government and politics, and his distaste for demagogy 
and extravagance of statement in political discussions. 
That the grandfather was a learned, prescient and cour- 
ageous statesman, and profoundly influenced the think- 
ing and ambitions of the greatest of his descendants there 
can be no doubt. 

Unconsciously his boyhood days were a preparation for 
that broad nationalism which was to make his later leader- 
ship so impressive. In early childhood the illness of his 
mother led to the removal of the family to St. Paul, then 
a frontier town, with all that that implies. There he lost 
something of his southern accent and learned something of 
the spirit of the West and North. Thus he was early freed 
from the narrow passions of sectionalism, which, through- 
out his youth, was the curse of the nation, North and South. 
Returning to Louisville in his thirteenth year he attended 
the Rugby School, and in his twentieth year he entered the 
University of Virginia for his professional training. Until 
that time his political character had not been formed. 

It was on the campus and in the class room of Jef- 
ferson’s university, and within view of the hilltop where 
the great philosopher of democracy meditated and formu- 
lated his plans, that Oscar Underwood found himself 
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politically. Thenceforth, he was fundamentally, and al- 
ways, a Jeffersonian Democrat, a disciple and interpreter 
of the master of Monticello. 

Beginning the practice of law in St. Paul, he was soon 
drawn by his brother’s presence in Birmingham, Alabama, 
to that rapidly growing community. The opportunities, 
professionally, were good. The iron and steel industry 
there was in its infancy. No street-cars rumbled through 
the unpaved streets. The community numbered but five 
thousand souls. But the town was vibrant with energy and 
ambition; it grew with great rapidity in population and 
in industrial significance and power, and the industrious 
young lawyer kept pace. Before he turned from the courts 
to Congress, he had built up a large and lucrative practice, 
and had he been content to confine his activities to the bar 
he would have become one of the outstanding lawyers of 
the South. 

But the Underwood blood would be served. He was 
politically minded. At thirty he was chairman of the Ex- 
ecutive Committee of his Congressional district, and at 
thirty-three he was elected to Congress. It is significant of 
his courage that he appealed to his people as an exponent 
of the Cleveland program of tariff for revenue only, despite 
the power of the iron and steel industry of Birmingham. 

Once in Congress, he moved slowly but surely forward, 
content actually to work his way to leadership, and the 
fates were kind. Unobtrusive, in no sense spectacular, his 
reputation for industry had its reward; and had destiny 
had his career in charge he could not have been better 
trained for leadership in committee assignments. He served 
on the Public Lands Committee, then on the Judiciary, and 
then he found his place on the Committee on Ways and 
Means, and before he found the sceptre in his hands he 
had served on the committees on Rules and on Appropria- 
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tions. But it was on the Ways and Means Committee that 
he found his real work. 

Here he instantly sensed his limitations, his lack of 
adequate information, and he settled down to some quiet 
years of intensive research and study. The day found 
him at work at his post, and the nights found him poring 
over facts and figures relating to tariffs. Not ambition 
solely, and certainly not anticipation of his future, but a 
temperamental passion for knowledge inspired him— 
and ultimately made him. 

Thus when the Democracy won a sweeping victory on 
the tariff in 1910 and he, as chairman of the Ways and 
Means Committee, was confronted with the herculean task 
of framing a tariff program, he was ready. No other states- 
man in either branch of Congress was so intimately in- 
formed. 

III 


WHEN in April 1911, President Taft summoned Con- 
gress in extraordinary session to act on his Canadian Re- 
ciprocity policy, a tremendous responsibility rested upon 
the shoulders of the Democratic leader in the House. His 
party could not count upon the Senate in legislation, even 
though the party in power was there torn by internecine 
strife, and it could not expect a Republican president to 
approve a Democratic measure. Even so, the public eye 
was fixed upon the Democracy in the House. The party in 
power had failed, but could anything better be expected 
from the Democracy? Could it frame a sound program of 
constructive statesmanship? And could any leader mobi- 
lize a united party behind it? A policy of vacillation and 
timidity, or a recurrence of the internal dissensions, or a 
mere exhibition of demagogy, would have wrecked the 
fair hopes of victory in 1912. ‘“The New York Herald” did 
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not exaggerate the problem of Underwood when it said 
that “to hold together in support of a radical economic 
change 290 Democrats representing all sections of the 
country is a task requiring the conviction of a Mills, the 
kindly geniality of a McKinley, the erudition of a Ding- 
ley, and the political ability of an Aldrich.” Within a 
few weeks the press of every political persuasion was an- 
nouncing the amazing discovery that such a man, with 
such a combination of essential qualities, had been found. 

The original strategy of the enemy was aimed at creat- 
ing factional strife among the Democrats by casting sus- 
picion on the sincerity of their leader as a tariff reformer. 
Did he not represent a district rich in the protected iron 
and steel industry? Did not Birmingham have $150,000,- 
000 invested in industries with an annual iron output of 
2,000,000 tons and of 700,000 tons of steel? Did not 
Underwood himself own stock? Was not his wife the 
daughter of a manufacturer? It was an insidious propa- 
ganda but it was instantly rendered powerless with a 
statement from Underwood: 

In some quarters there is an impression that I am a believer in a 
protective tariff theory. This is probably based on the fact that I 
come from Birmingham which is a great manufacturing center. 
The impression is erroneous. I believe in a tariff for revenue only, 
with emphasis on the “only.” I do not believe in protecting the 


profits of the manufacturer. Where the protection will stop is a 
matter to be determined by conditions. 


With this statement was dissipated the suspicions of 
those who did not know the man. And with this state- 
ment the new leader began to formulate a program. 


IV 


THE country first began to appreciate the depth, breadth, 
and sincerity of Underwood in his attitude toward 
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the Canadian Reciprocity bill of the Republican presi- 
dent. A small gaged politician would have thought 
it “good politics” to oppose a measure that might reflect 
credit on the leader of the opposing party. Such action 
was impossible to sound statesmanship. The President’s 
bill to a measurable extent was in harmony with Demo- 
cratic principles and policies. Not only did Underwood 
support it, he personally reported it from the committee, 
and he made the most effective speech in its behalf. The 
country knew that this was statesmanship rising above a 
narrow partisanship. 

But, in the meanwhile, Underwood and his committee 
had been working on their own tariff measures. In rapid 
succession they appeared—the cotton, woolen, chemical, 
iron and steel, and the farmers’ free-list bills—and, pass- 
ing the House, the coalition in the Senate pushed them 
through and up to the President. This was statesmanship 
too, in that it presented a definite constructive program; 
but it was the wisest kind of party strategy as well, for if 
the bills passed both bodies and received the presidential 
approval the principles of Underwood’s party would have 
triumphed; and, if they met a veto the issue between the 
parties in the presidential election of 1912 would be 
sharply drawn. The veto came and the issue was up to 
the people. 

During that brief session, under highly intelligent and 
courageous leadership, the Democratic House revised im- 
portant tariff schedules down toward the revenue basis, 
liberalized the rules of the House, provided for the pub- 
lication of campaign expenses before elections, and sub- 
mitted a constitutional amendment for the popular elec- 
tion of United States senators. Never had the Democracy 
been so unified in a generation; never had it moved with 
such celerity and confidence toward progressive triumphs; 
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and the press of the nation rang with acclaim of the 
statesmanship and lofty leadership of Oscar Underwood. 


Vi 


HERE we may pause to examine the reasons for his 
triumph, and to glance at the man himself. The man was 
genuine, and without frills, even in his dress. Of com- 
manding presence and strong frame, athletic in build, 
though not notably so in taste, he had the physical at- 
tributes of a commander. His round clean-shaven face 
was serenity itself, unmarked by lines of worry or an- 
noyance, and his blue eyes, mild and friendly, rarely be- 
trayed anger or excitement. Even in the midst of the 
most bitter controversy his features betrayed no inward 
anxiety or wrath. His perfectly regulated mind was re- 
flected in all that pertained to him. His dress was con- 
ventional, of the best pattern and material, and there was 
nothing in his attire on which the eager cartoonist could 
hang a caricature. As he passed in and out of the House 
and through the corridors he might, from his unhurried 
manner and appearance, have passed for a banker or a 
prosperous manufacturer, or a merchant. No long-tailed 
coats for him, no streaming ties, no broad-brimmed 
sombrero hat, nothing, in truth, to attract attention. He 
was a cultured gentleman who dressed according to the 
mode and without flamboyancy. 

The visitors and correspondents who flocked to his of- 
fices in the Capitol were invariably impressed by a similar 
orderliness in his rooms. In days when he was literally 
deluged with correspondence, when he was deep in docu- 
ments and pressed for time in an atmosphere charged with 
excitement, the complete serenity of the man was found 
in his office. The table was always in order, letters and 
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documents piled neatly together, for he systematically 
cleared away his correspondence on the day of its receipt. 
Though constantly importuned and harassed by great 
numbers interested in legislation, and confronted cease- 
lessly with the delicate problems of leadership and con- 
ciliation, he seemed unhurried, unworried, eternally calm 
and master of himself. Suave, courteous, kindly, soft- 
spoken, he transmitted something of his inner serenity to 
his visitors, and his offices suggested something of the 
library’s detachment from the hurly-burly atmosphere in 
which he lived. Men who entered in seething rage were 
instantly disarmed by the very presence of this mild man- 
nered, smiling gentleman who awaited the momentary 
explosion and then invited them to an intimate exchange 
of views. His consummate tact, his ineffable patience with 
the ignorant or the misinformed, his modest and yet 
dominating personality, the sweetness of his disposition, 
his perfect self-control, made him not only a masterful 
leader capable of conciliating all differences among his 
followers, but the ideal public-contact man for his party. 
He thought with his mind, not with his prejudices; and so 
deliberate were his mental processes that he was once 
cleverly described as the kind of man who “takes ten 
minutes to make a move on a chess-board.”’ But the move 
he made was inevitably in the direction of achievement. 
When he was hearing high protectionists in his committee 
before the preparation of his tariff measures, they were 
amazed and delighted by a courtesy surpassing that of 
their own political friends. 


VI 


Ir is not difficult to fathom the secret of his success in 
drawing a discordant party into close fighting harmony. 
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His reputation among his colleagues as a storehouse of 
positive knowledge created absolute confidence in his pos- 
session of all essential facts. No one questioned these. His 
conceded conservatism in judgment was potent in com- 
manding a profound respect for the conclusions he 
reached from his facts. The honesty and sincerity of his 
convictions impelled those who had reached other con- 
clusions to approach him with receptive minds. His 
earnestness and the cogency of his calm reasoning were 
powerfully persuasive in the ironing out of minor differ- 
ences. The men he led knew that they could approach him 
for explanations or reasons at any time, and be received 
patiently and with dignified courtesy. Singularly free 
from vanity or envy, there were few, if any, personal 
enemies among his associates. They admired, respected, 
believed in him, and while maintaining always a dignified 
demeanor, and while he was incapable of familiarities in 
physical contacts, he held the personal affections of po- 
litical friend and foe. 

To these advantages was added a long experience in 
dealing with men, and he was a master of management. 
He knew the virtues of compromise on the non-essentials. 
He knew his House and Senate. 

Thus, calmly and cautiously, he made sure of the 
unification and satisfaction of his forces before he met 
the enemy upon the floor. There he led a united party. 

In debate he was a genius in the clarity and conciseness 
of his statement. On such complicated subjects as the 
tariff or finance he could make his explanation so clear 
and simple that the most ordinary mind could understand 
it. This was because he spoke out of a richly stored mind 
which had calmly mulled over every phase of his subject. 
His most important speeches had the simplicity of true 
eloquence. He held his hearer, not because of his imposing 
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presence or his grace of manner, and certainly not because 
of “purple patches” of rhetoric put in for effect, but 
solely because of the fascination of his direct reasoning 
from incontrovertible facts. He never appealed to the 
emotions or sought to entertain with epigrams, but held 
with the tenacity of a hard-headed business man to the 
subject on hand. And though his hearers felt the force of 
his convictions it was not because of the vigor of his 
speaking. His speaking method was conversational, and 
such was his tone. The effect was to concentrate attention 
upon his argument which was indelibly impressed upon 
his audience. The lack of oratorical tricks or written 
preparation created the impression of a perfectly in- 
formed business man discussing a practical proposition 
with a board of directors. 

This method of speaking made him most effective in 
the running debates of the House, and interruptions from 
the opposition strengthened, rather than weakened, his 
argument. To these political foes he was the pink of 
courtesy. He envaded no question. He sidestepped no 
issue. Because he knew so well the danger of over-state- 
ment, his assertions were always within the record, sup- 
ported by authentic figures. The most vigorous assaults 
were unable to destroy his perfect poise, and the most ill- 
tempered attacks were turned away with the bland se- 
renity of a statesman who knew his subject. Even under 
the most trying circumstances, when others were noisy 
and hysterical in debate, he continued to speak in soft 
conversational tones, unruffled by the storm about him. 


Vil 


To all these qualities of conciliatory leadership must 
be added another no less essential—that of unflinching 
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courage. When the powerful industrial forces in Birming- 
ham protested against his proposed reduction in the 
tariff schedules, he met them courteously but firmly with 
a simple reiteration of his principles; and when a great 
plant of the United States Steel Corporation was in proc- 
ess of construction in his home city and work was sus- 
pended, the implied threat was disregarded, and soon the 
officials of the corporation were busy with explanations 
and apologies. 

Perhaps the supreme challenge to his courage came 
during the extra session of the Taft administration when 
William Jennings Bryan denounced him as a betrayer of 
party principles in the framing of the sugar and wool 
schedules. The Commoner demanded free wool at one fell 
stroke; Mr. Underwood’s bill cut the duty fifty per cent. 
The difference here was between an idealist and a realist. 
The reduction was no more satisfactory to Mr. Under- 
wood than to Mr. Bryan, but, as a matter of practical 
statesmanship, the former knew that the then existing con- 
ditions made a greater immediate reduction impossible of 
realization. However, the sweeping attack of Bryan, whose 
popularity had not then diminished, was calculated to 
undermine the influence of the new leader at a critical 
stage, and it was this that aroused the wrath of Under- 
wood and called forth a reply, more vigorous and defiant, 
than any other he ever made. There was supreme audacity 
in the defiance at that hour, but he carried the Bryan fol- 
lowers in the House with him, won the approval of the 
party press, and through this manifestation of fighting 
ra strengthened public confidence in his capacity to 
ead. 

Thus later, though loyal to the Wilson administration, 
he did not hesitate to break the continuity of his support 
by earnestly opposing the repeal of the Panama tolls. 
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Not least among his virtues was the fact that he always 
followed his own intellectual processes. 

And so, despite his suavity, gentleness and patience, 
his party soon found that beneath the velvety exterior 
was an iron determination, and that the note of wrath 
could find its way into his speech. In party caucuses it 
found that he could talk plainly and without recourse to 
threats. His party was content. And thus the beginning of 
the Democratic régime under Woodrow Wilson found 
Oscar Underwood thoroughly entrenched in the confi- 
dence of his party and his country, his genius in states- 
manship acclaimed even by the opposition press. 

From this point of vantage he entered upon the fram- 
ing of the tariff act, which bears his name, immediately 
after the election of 1912. Fighting where he should, com- 
promising where he must, he came forth with a measure 
which met the hearty approval of the President, had the 
united support of his party, and received the commenda- 
tion of the country. It was the only tariff act in fifty 
years that had been framed without the suggestion of a 
scandal. 

Then, having attained his supreme ambition, his work 
in the House was over and he passed to the Senate where 
he immediately took rank among the foremost. Within a 
brief time he was made the Democratic leader—thus 
having the unique distinction of leading his party in 
both branches of the Congress. The qualities that had 
distinguished him in the House were even more in keep- 
ing with the less tempestuous tone of the Senate. In the 
ferocious struggle over the ratification of the covenant of 
the League of Nations, he waged a valiant battle for the 
League, and there are reasons to believe that had he, with 
his rare powers of accommodation, been in charge, the re- 
sult might have been different. It was his passion for the 
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peaceable settlement of international problems which led 
a Republican president to place him on the American 
delegation in the Washington Conference. 


VIII 


HisTor1caLLy, Underwood’s fame is secure. The bill that 
bears his name would suffice for that. But the fact that 
his commanding ability and prestige wiped out the preju- 
dice against Southern men in the presidency for the first 
time in more than fifty years, is enough to give perma- 
nence to his fame. The soundness of his statesmanship, the 
brilliancy of the triumphs of his leadership, were so 
universally conceded that no one questioned his eligibility 
for the presidency on sectional grounds, and it may 
literally be said that he broke down the barriers of half a 
century and opened the way to the chief magistracy to the 
sons of the South. 

He became an important contender for the presidential 
nomination in the Baltimore Convention in 1912, and 
later in the New York Convention of 1924. In neither did 
he appeal to the more radical element of the party, but, 
other and more compelling factors enter into the story of 
his defeats. In New York, the contest simmered down in 
the end to a choice between him and John W. Davis, and 
the latter’s detachment from bitter controversial subjects 
made him the more available. Thus universally conceded 
to possess all the qualities for the highest station in the 
country, he was doomed to the fate of that other great 
Southerner, William H. Crawford, of coming within view 
of the supreme prize of statesmanship without attaining 
it. It was soon after the New York Convention that he 
voluntarily retired to private life. 
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IX 


In this volume the reader will find all that is necessary 
for the illumination of Underwood’s principles. In a sense 
he was old-fashioned, believing firmly in the Jeffersonian 
fundamentals, and more than doubting governmental in- 
novations. He was a Constitutional Democrat, opposed to 
the concentration of power in Washington, convinced of 
the wisdom of State sovereignty and local self-govern- 
ment, and he set his face sternly against unnecessary 
governmental interference with individual rights. In this, 
he defended himself on the Jeffersonian theory that “that 
government is best which governs least.’’ He was a cham- 
pion of representative against bureaucratic government. 

Few men in American political history have held so 
tenaciously to nationalism against sectionalism. He 
thought in terms of the nation. Thus, representing a 
protected industrial constituency, he refused to sanction 
legislation demanded by his home town constituents 
which he believed detrimental to the interest of the nation 
as a whole. 

Just as it was superior wisdom and a broad vision that 
made him a nationalist, the same qualities made it im- 
possible for him to be a provincial American nationalist. 
At an hour when narrow nationalism was rampant, when 
demagogues were successfully boasting of our independ- 
ence of the outside world, he sounded a note of warning, 
the wisdom of which is coming to be universally recog- 
nized today. It was the warning that even America cannot 
live unto itself alone, and that the foreign markets are so 
essential to the disposal of the surplus production of our 
factories and fields that their acquisition and extension 
are necessary to the preservation of prosperity. He be- 
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lieved in the policy of live and let live. His loyalty was to 
the whole nation, and his vision embraced the world. 

Along with this, he had the radicalism of justice and 
the conservatism of reason. He knew it was not incon- 
sistent to be devoted to the rights of man and still be mind- 
ful of the legitimate rights of property. He found it an 
easy matter to dovetail the two. He stood for the protec- 
tion of all property acquired within the law, but, in taxa- 
tion, he believed in distributing the burden proportionately 
to one’s capacity to pay. These views he set forth with 
great clarity and force in his advocacy of the income tax. 

No one could have been more hostile to socialistic ideas, 
since he believed in private property “as an incentive to 
strive,’ but he was as vigorous in his demand that “pro- 
tected property pay for its keep by the government.” He 
looked in later life with grave misgivings on the too great 
concentration of wealth as constituting an ultimate menace 
to property itself. This is all the more impressive because 
he had not one drop of demagogy in his blood. 

A stern realist, he faced, recognized, and feared some 
of the tendencies of his times, and fought them within the 
bounds of reason and without sacrificing what he con- 
ceived to be the fundamental principles of the fathers. 


x 


His sixty-third year found him laden with honors and 
not a little weary of the routine of official station. From 
his State he had received its highest reward; from the 
nation universal recognition as one of the few real con- 
structive statesmen of his time; and he was internation- 
ally known and appreciated. He saw about him many 
tendencies that disturbed him, and he determined to re- 
tire and devote the remainder of his days to meditation, 
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writing, and the pleasures of home. He had no thought of 
rusting in leisure, but hoped through his detachment 
from public life, and the perspective that it brings, to con- 
tribute something through his writings to a sounder public 
sentiment on public questions. He was ready to pass from 
the arena to the ivory tower. 

In his meanderings about the capital he had been at- 
tracted to an historical mansion near Mount Vernon, 
built with English brick by Washington for his adopted 
daughter, Eleanor Parke Custis. Designed by William 
Thornton the architect of the Capitol, it was a stately and 
charming mansion, seated on an elevation commanding a 
magnificent view of the Potomac and the surrounding 
country. A lawn of five acres, shaded by splendid trees 
and with some fine boxwood, surrounded it. Within easy 
access of the city, it was the ideal retreat for the medita- 
tions of a retired statesman, and he looked forward 
eagerly to some years beneath its roof with his wife, who 
had always been a companion, and his books. There in 
the serenity which harmonized so perfectly with his own 
temperament he could entertain his friends, enjoy his 
family, and pursue his projected literary labors. It was 
with that happy anticipation that he left the Senate in the 
spring of 1927. 

For some months he reveled in the joys of his new pos- 
session, and in his library, surrounded by his books, was 
busy with his pen. But he had carried his burdens too 
long, and was to enjoy the restful seclusion of ‘“Wood- 
lawn” but a little while. In December, 1928, he suffered 
a cerebral hemorrhage, and on January 25th, 1929, the 
end came. The House and Senate, paying tribute to his 
worth, adjourned out of respect to one of the most com- 
manding figures that had moved in both, and political 
friend and foe vied in praise of his patriotism and states- 
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manship. Everywhere it was felt that one of the strong 
men of his generation had passed from the service of the 
nation. He was buried at Birmingham. 

In his speeches and writings, however, he still 
speaks—speaks for the fundamentals of the republic. 


CLAUDE G. BOWERS 
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DRIFTING SANDS OF PARTY POLITICS 
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CHAPTERVI 


GOVERNMENTAL PRINCIPLE, THE LEGISLATIVE 
COMPASS 


WHEN I served my time at the legislative wheel of the 
Government and realized the constant conflict between 
the political expediency yielded to by the Congress, and 
the fundamental principles of free government on which 
rest the rights and the liberties of the people of the United 
States, I promised myself that by way of an apology for 
the compromises I was at times compelled to accept I 
would write a book and point out how we had drifted 
away from the ideals of the great men that founded our 
republic. 

Before the days of the magnetic compass the navigator 
held his ship within striking distance of the shore line 
of the then known continents, that he might not become 
lost in the fogs and storms that sometimes obscured the 
heavens, and perish for lack of the knowledge he needed 
to steer by; but when a compass was invented that al- 
ways pointed to the north, day and night, good weather 
or bad weather, the sailor could safely venture into un- 
known seas, because he could always find his way home 
again. 

Prior to the days when the wisdom and experience of 
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men had worked out and accepted certain great truths on 
which the foundation of free government could safely 
rest, the affairs of organized society drifted in the storm 
of strife, weakness, and unrest on the rocks of anarchy, 
despotism, and oppression. When time and experience 
had taught a developing civilization the great principles 
under which men might surrender their individual rights 
into the keeping of a government, without fear of the 
cruel hand of the despot, the grafting desires of the self- 
ish, and the mistakes of the unthinking, the onward 
march of civilization had received its greatest boon. 
The principles on which rest the justice and safety of 
free government are as fixed and as unchanging as the 
stars in the firmament and the tides of the sea. These 
principles are the accumulated wisdom of man that has 
come down to us through the trials and disasters of the 
past ages. They are the compass that enables the honest 
legislator, with safety to those he represents and without 
the danger of becoming lost in the fogs of selfishness, 
greed, and corruption, to sail the uncharted seas of the 
new issues and new conditions that confront him, and to 
avoid the rocks of cruelty, oppression, and despotism. 
I want to take the reader into my confidence in the 
beginning, and promise that I shall not write a general 
dissertation on the subject of government, or an essay on 
the history of our times. I am engaged in no such ambi- 
tious venture; I merely desire to call attention, if I may, 
to some of the battles waged during the three decades I 
served the people of the State of Alabama in the Con- 
gress of the United States. These conflicts, provoked by 
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selfish greed, resulted in political surrender of the prin- 
ciples of free government. 

How can I make myself clear—for all men are not 
students of political history—unless I first briefly set 
forth the necessity for the maintenance of the principles 
of government, and then briefly review the social de- 
velopment of the American colonies before the Revolu- 
tionary War, recalling the principles that sustained and 
guided the men who wrote our Federal Constitution and 
organized the Government of the United States? 

When this brief interlude is written I shall review in 
part the representative legislation of the Congress en- 
acted in the last thirty years, and endeavor to point out 
the drift of legislation away from fundamental princi- 
ples, at the price of the surrender of the rights of the 
American citizens, in order to appease the passion, prej- 
udice, and greed of organized minorities who pursued 
their objective regardless of the cost to the people or to 
the Government. 

President Madison, the father of the Constitution, 
states the purpose of government thus: 


Persons and property are the two great subjects on which Gov- 
ernments are to act; and the rights of persons, and the rights of 
property, are the objects, for the protection of which Government 
was instituted. These rights cannot well be separated. The per- 
sonal right to acquire property, which is a natural right, gives to 
property, when acquired, a right to protection, as a social right. 
The essence of Government is power; and power, lodged as it 
must be in human hands, will ever be liable to abuse. In Monar- 
chies, the interests and happiness of all may be sacrificed to the 
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caprice and passion of a despot. In Aristocracies, the rights and 
welfare of the many may be sacrificed to the pride and cupidity 
of the few. In Republics, the great danger is, that the majority 
may not sufficiently respect the rights of the minority. (4 “Writ- 
ings of Madison,” pp. 51-52.) 


Mr. Madison, in that splendid style that so clearly » 
defined the Constitution in his able papers in the “Fed- 
eralist,” sets forth in the paragraph I have quoted the 
objects of government; but he defines the dangers that 
may arise in a republic to be those that come from the lack 
of respect that the majority may show for the rights of 
the minority. I beg you to take from me the suggestion 
that the great mass of the people are in more danger of 
having their rights invaded and their liberties destroyed 
by the overweening influence of organized minorities, 
who have fanatical or selfish interests to serve, than by 
the force of an unthinking or cruel majority. 

In passing, I may say that to those who believe in and 
adhere to the socialistic or communistic school of thought, 
all right and power should rest in the organized majority 
to care for, by its decrees, the life and welfare of the 
people living under its rule. But to those who adhere 
to the theory of our Revolutionary fathers, the citizen 
should possess, as a natural right, entire independence of 
thought, act, and deed, except in so far as it is necessary 
for him to surrender a part of his unrestricted personal 
liberty in order that he may enjoy the blessings of organ- 
ized society, and have for himself, his family, and his 
property that protection a government may give, and 
which he is not strong enough to enforce for himself. In 
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other words, the men who organized our republic be- 
lieved in individualism and were not addicted to the the- 
ories of socialism. The individual’s rights are his own to 
control and master as he thinks best, so long as he does 
not trespass on the rights or interfere with the liberties of 
his neighbors. 

This viewpoint was never so clearly or so forcefully 
expressed, in all its superb simplicity, as by Thomas Jef- 
ferson when he said: ‘The government that governs 
least, governs best.’’ Who has ever expressed the equation 
that exists between the individual and the Government 
so conclusively as it is expressed here? There is nothing 
paternalistic about that statement; it does not contemplate 
government aid to personal endeavor. There is nothing 
socialistic in a declaration in favor of the least govern- 
ment; it does not contemplate an organization function- 
ing through the “best minds,” directing men and women 
how they should live their lives, sending them to jail if 
they do not obey. There is nothing anarchistic in the dec- 
laration for least government; for all good government 
contemplates protection to the life, liberty, and property 
of the citizen. 

It is a declaration of confidence in the integrity, char- 
acter, and courage of the men and women of America 
who worked and lived at the time of the borning of the 
new republic. They did not need a guardian, they who 
were confronted by the hardships of a frontier country. 
Through seven long years of war they faced the British 
legions on the seaboard and savage Indian tribes on the 
frontier; poverty and pestilence stalked in their midst. 
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They cleared the way through a trackless forest and laid 
the foundation for the building of the greatest industrial 
empire the world has ever known, and they inaugurated 
the national life with the declaration, or benediction if 
you choose, that the less the Government of the United 
States meddled in their affairs, the better off they would 
be. 

It must be borne in mind that the announcer of this 
axiom of free government, ‘““The government that gov- 
erns least, governs best,” this declaration that was antag- 
onistic to all that the great governments of Europe and 
their predecessors had, for many centuries past, pro- 
claimed as the relation existing between the ruler and the 
governed, was the author of the Declaration of Independ- 
ence and of a bill for establishing religious freedom in 
Virginia. 

No man of his time had so mastered the principles of 
free government as had Mr. Jefferson, and none of his 
contemporaries realized, as he did, the necessity of our 
steering a legislative course that would remain true to 
those principles. 

John Sharp Williams, an able legislator and clear in- 
terpreter of the philosophy of government, says: 


Our forefathers knew the danger of excess of government 
and were bent upon so simplifying, limiting and checking it, 
that it must forever remain a servant and could never become a 
master. My reading of history convinces me that most bad goy- 
ernment has grown out of too much government. It is a sort of 
inherent characteristic of all government, as of all conscious 
organisms, yearly and almost daily, to take to itself more and 
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more jurisdiction, to increase the force and weight and numbers 
of officialdom, until, after awhile, the structure becomes top- 
heavy, and must fall by its own weight; or else, upon the other 
hand—remaining administratively efficient—it holds the people in 
servile subjection. . . . 

The main difference between Jefferson and his opponents— 
as well as between him and the other extreme, Rousseau and his 
school—is this: both schools opposed by him contended that we 
gave up certain “natural rights,” when we formed our government 
—one to “government” and the other to majorities. He contended 
that the business of government was to make these natural rights 
More secure; that its chief business was to be a fence around them 
and a bulwark of protection for them. In his view, government 
is not an end, but a means—a means to defend and increase the 
liberty and happiness of the men and women living in the country 
governed, who, however, are the safest, and the only rightful 
guardians of their own private concerns; that government is 
good in proportion as it is responsible to and supervisable by 
the people. (“‘Thomas Jefferson,” pp. 49-50.) 


It is not my purpose to define the functions of gov- 
ernment or to enter into a dissertation on the subject of 
where the sovereign power of the Government rests; but 
if Burlamaqui defines it correctly when he says, “‘Sov- 
ereignty is a right of commanding in the last resort in 
civil society,” the power to command, in fact if not in 
theory, has shifted many times from the hall of the Con- 
gress, where it was placed by our Constitution, to political 
conventions, organized lobbies, and secret societies, who 
dictated to their chosen representatives under the as- 
sumption that they voiced the sentiments of the sovereign 
people. 

We started out to determine what were the points of 
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the legislative compass, in principle, that were approved 
when the Government under which we live was organ- 
ized. We are like a caravan in the desert that has been 
in a sand-storm, with the old landmarks swept away; 
before it can continue its march it must determine its 
present location. 

The drifting sands of party politics, the desire to win 
the immediate battle, the apprehension lest the failure 
to yield to organized pressure may sacrifice a political fu- 
ture, or a score or more of less creditable motives, have 
oftentimes blinded the eyes of the public representatives 
to the great principles of free government that should 
ever be the guiding star to shape the course of their offi- 
cial conduct. 

If the Government was made for the people and not 
the people for the Government, then what are the essen- 
tial features of government in which the common mass of 
the people, not the special interests, are most interested? 
What features of government will prove most beneficial 
to them? 

The advocate of the socialistic and the communistic 
schools of thought may answer that the Government 
should at all times direct the affairs and supply the wants 
of the citizen; should be a good father and mother to 
the immature child, and employ the intelligence of the 
“best minds” to conduct the school of paternalism. On 
the other hand, the believer in the philosophy of natural 
rights and individual liberty will contend that the God 
of the universe did not create man to wear the shackles 
of restraint, no matter from what source imposed, and 
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will contend for the utmost freedom of action for the 
individual, consistent with the limitations of organized 
society. 

We must always bear in mind that the burdens of 
government rest upon the people who live under it, and 
that in the last analysis it is the human being who toils 
that pays the bill. We may try to fool ourselves into the 
belief that taxes levied on wealth are not a burden on 
the people who toil; but just a little information and a 
few sums in addition can soon conyince us that if accu- 
mulated wealth really carried the load of after-war tax- 
ation it would soon be exhausted; that it is only because 
it can shift the load to other shoulders that it is enabled 
to carry on. 

What a paternalistic Government proposes to do for 
the people, in the end the people pay for, with the greatly 
added price of burdens and commissions to those who 
engage in its administration. But the cost and burden of 
government is not the main equation involved in personal 
government; it is restricted freedom; it is often dishonest 
and usually Pharisaical interference with the individual 
in the home, the workshop, or the business office; in his 
religion, his recreation, yes, verily, in life itself. 

- We must therefore go back to first principles of gov- 
ernment and ascertain where the legislative compass 
pointed when our Government was organized. I have 
called to your attention what Mr. Madison, the father 
of the Constitution, said; I have recalled the prophetic 
words of Thomas Jefferson, the author of the Declara- 
tion of Independence; and have placed on the witness 
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stand Mr. Williams of Mississippi, a leader of the Demo- 
cratic party in the days when its allegiance to the prin- 
ciples of the fathers had not been shaken. 

We suffered from too much government when we were 
English colonies; the men of the Revolution wanted less 
government. Patrick Henry, Samuel Adams, Benjamin 
Franklin, George Wythe, Albert Gallatin, George Mason, 
and scores more of our immortals have by their writings 
and speeches established the fact that the government 
contemplated by the fathers was not paternalistic in its 
tendencies, but that the high ideal to be attained was to 
leave to the several States as much independence, and to 
the citizens as much personal liberty, as was consistent 
with the organization of a government that could foster 
our foreign and domestic commerce and protect our peo- 
ple from a foreign foe. 

In very truth, the fear that, under the Constitution 
to be adopted, too much power might be centralized in 
the Federal Government came very near to defeating that 
instrument in the state conventions that adopted it. In 
some of the States, the smaller ones, that acted early, the 
ratification was accomplished without a serious contest; 
but in other States, like Virginia, the final vote was 
comparatively close, and the battle for ratification was a 
severe contest between great intellects. I think it can be 
said without contradiction that promises were made in 
advance by James Madison and those closely associated 
with him, who stood for ratification, that they would 
support, immediately after the organization of the new 
Government, amendments to be submitted to the States 
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in the nature of a Bill of Rights, guaranteeing the citi- 
zens of the several States protection against eneroach- 
ment by the Federal Government on their rights and lib- 
erties. 

As part of this understanding Article X of the Fed- 
eral Constitution was agreed to with compelling force. 
Unless the people of the States had understood that by 
way of amendment there should be a guarantee of the 
reservation to the several States of the powers not ex- 
pressly delegated to the central Government, the ratifica- 
tion of the Constitution would have failed. 

Let me quote the article here: ‘“The powers not dele- 
gated to the United States by the Constitution, nor pro- 
hibited by it to the States, are reserved to the States 
respectively, or to the people.’”’ This constituted an agree- 
ment between the States favoring the policy of least 
government, for a government confined only to the dele- 
gated powers expressly given. From that position we have 
drifted far afield, first by interpretation of the courts 
to draw the scattered fragments of power together to 
make a codrdinated governmental machine. This may 
have been necessary to make a strong Government, but 
it must be borne in mind that the original interpretation 
of the courts drifting toward centralization was the mass- 
ing together only of governmental power for protection. 
As yet, the breaking down of the clear intendment of the 
tenth article had not gone so far as to invade the rights 
and the liberties of the citizen. 

More than one hundred years passed before the real 
attack on the constitutional guarantee of local self- 
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government and individual right was begun, and then it 
came by the Congress surrendering the constitutional 
rights of the people at the behest of organized minorities, 
and the interpretation by the courts which, in part, sus- 
tained the centralizing tendencies of the Congress. 

Let us bear in mind that the best brains and the best 
energies of our people are given to production; politics 
is now, and always has been, of secondary interest to 
most of the people. And there the danger lies. It enables 
the few that organize for political control often to ab- 
sorb the power of government in their own interests be- 
fore the mass of the people realize what is happening. 
Special interests seeking an objective are always ready 
to break down, if possible, constitutional limitations and 
ride roughshod over the rights of others. To accomplish 
these purposes, it is much easier to secure the desired goal 
through the power of one central Government than in 
the legislatures of forty-eight separate States; there- 
fore, these interests stand on the political battle line at 
all times, combating the first principle of our Govern- 
ment—the maintenance of the integrity of our sovereign 
States. 


CHAPTER II 


ENGLISH HISTORY—TUDOR, STUART DYNASTIES 
—IMPULSE OF AMERICAN REPUBLIC 


WE cannot seek for truth only in the musty parchments 
of the philosophers and scholars. If the truth be truth 
indeed, it is a living thing; it cannot be denied; it must 
always survive in the hearts and brains of living men. 
The truth of right living and upbuilding of the human 
race, when worked out and recognized, must always be 
the principle on which the best and freest regulations of 
society shall rest, if we are to expect the individual mem- 
ber to attain the highest and greatest development of the 
faculties that the God of nature has implanted in his 
living soul. 

We cannot look alone to the spoken word or the writ- 
ten declaration of the men and women who made pos- 
sible the building of our republic, if we are in search of 
the truthful interpretation of the principles that underlie 
the foundations of our Government; we must digress far 
enough to take at least a cursory view of the sacrifices, 
desires, and accomplishments of the early settlers of the 
English colonies in North America. If we are to locate 
permanently the true points of the compass that guided 
our fathers in the days of doubt and disaster which 
should be accepted by us in the future; if we expect to 
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trench upon the rights and liberties of the individual 
citizen, we must track back the paths of time and realize 
the impulse that moved our ancestors to battle for free- 
dom. 

It was more than one hundred years after the discovery 
of America by Christopher Columbus before there was a 
movement from England looking toward the establish- 
ment of colonies in the new land beyond the seas. The 
first impulse may have had only the incentive of per- 
sonal gain and the desire for adventure beyond the seas; 
but in the second century after the discovery the real 
settlers of the new continents faced the angry waters of 
the north Atlantic and the terrors of the wilderness, to 
seek something more precious than gold, more alluring 
than adventure. 

It was the right of free men and women to be masters 
of themselves, to think and act and live as their own con- 
sciences dictated, under a government that reflected their 
views. The impulse to find new homes came, not from 
the dawning of the hour, but from a growth of religious 
independence and a struggle for representative govern- 
ment among the middle classes of the English people, 
which had lasted more than a century. 

The planting of the seed of racial impulse in the 
new ground, that in the centuries to come carried the 
English language around the world, we may date from 
the days of the Tudor kings of England. The first of 
that house came to the throne of England in the year 
1485, seven years before Columbus discovered America, 
and the last of the house, Queen Elizabeth, died in 1603, 
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four years before the first permanent settlement was ac- 
complished at Jamestown. 

Tudor England, while effecting a great revolution in 
the social systems, preserved in the main the spirit of the 
centuries that were past. After the victory at Bosworth 
Field, England was through with the ideas and ideals of 
the knights in armor, but wanted, above all else, peace, 
enforcement of order, and retrenchment in governmental 
expenditures. No Tudor king organized a standing army 
or employed a centralized bureaucracy to govern the 
countryside. The power and influence of the Parliament 
grew and developed slowly and gradually, and the au- 
thority and power of the aristocracy was curtailed under 
the reign of the Tudor dynasty. 

A great commercial development that brought inde- 
pendence to the middle classes dates from this period. 
Centuries before, the raising of sheep for the production 
of wool had saved agricultural England from starvation, 
but much, if not most, of the wool was shipped abroad 
for manufacturing into cloth. In England, from almost 
prehistoric times, coarse cloth had been manufactured, a 
poor cloth, unfit for export; and the well-to-do classes 
clothed themselves in imported goods. But the develop- 
ment of the cloth trade was permanently established at 
this time and brought much wealth and high wages both 
to the well-to-do and to the poor, increasing their inde- 
pendence of action and of thought—the birth of the im- 
pulse for freedom that was, centuries later, to create the 
new republic in North America. 

The building and maintenance in the time of Henry 
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VIII of the first great English navy protected and 
opened the way for the English sailors to pursue their 
course in discovering and annexing for the British crown 
the new lands beyond the seas. 

The prelude to the breach of King Henry VIII with 
the Pope at Rome was beyond doubt the German ref- 
ormation under Luther, in 1519. The Lutheran doc- 
trines had long been accepted and had become a power 
in England, and the separation of the church in England 
from the authority in Rome had a strong public senti- 
ment to sustain it at the time. Nevertheless, it brought 
about the religious contentions and embroilments that ul- 
timately led to the wholesale persecution of men and 
women on account of their religious convictions, and fate 
pointed the way to North America. 

Protestant persecuted Catholic and Catholic perse- 
cuted Protestant, until freedom of conviction in matters 
religious were almost unknown for a century and a half. 
The resultant effect was to encourage the men and women 
to leave their homes and the land of their birth to find a 
new abiding place in the wilderness beyond the seas. 

The force of this sentiment probably had more to do 
with the early settlement of the English colonies in 
America than any other moving cause; but more than 
that, it fixed the mettle and temper of the people who 
were destined to build an empire in the New World and 
mold the principles that were to guide them. 

The end of English feudalism came under Queen 
Elizabeth; the origin of English sea power was in her 
reign. Drake destroyed the Spanish Armada, and the 
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era of the supremacy of Spain overseas had reached the 
crest of the wave of her discoveries and exploitation. 

It was not until the Stuart kings come to the throne 
of England that actual settlement took place in the ter- 
ritory now holding allegiance to the American flag; but 
the planting of the seeds that led to the settlement, growth, 
development, and ultimate freedom of the American 
colonies can largely be found in the reign of the Tudor 
kings. 

When James VI of Scotland became King of England 
as the first of his name and family, after the death of 
Elizabeth, a weak man succeeded a strong woman; and 
a century of discord, discontent, and disaster had begun 
for the people of the British isles, with the natural re- 
sult that it fostered, encouraged, and promoted emigra- 
tion in North America. Those that had the courage and 
endurance to face the hardships of the new country left 
their homes to go to the new lands rather than submit to 
the curtailment of their personal liberty and the restric- 
tions on their religious freedom. 

The early days of colonial settlement did not find the 
peace and freedom we love to preach about. The first 
decade after the settlement at Jamestown was the story of 
harsh treatment by the English governors. 

The charter of the London Company had promised 
to the first settlers the same liberties and immunities that 
they enjoyed in old England; but James I was a weak 
and tyrannical king, and he denied to the Virginia colony 
even the representative government the settlers were used 
to in the Parliament at home. The king insisted that all 
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governmental authority should be exercised by the ap- 
pointees of the crown. 

The owners of the London Company soon realized 
that unless the new colony in Virginia could promise lo- 
cal self-government and freedom from the tyranny of the 
crown, emigrants could not be found to settle the new 
lands. The home company, therefore, in defiance of the 
king, granted a new charter to the Virginia settlers, that 
established a House of Burgesses, a legislative assembly 
that carried the promise of free and local government, 
and that became the first representative body in America. 
King James was outraged to think that his subjects 
should attempt to make their own laws in the broad ex- 
panse of his royal domain, so he annulled the charter of 
freedom and sought to reéstablish in place of it his own 
arbitrary power. 

Then the spirit that in the end was to make America 
a great and free republic awoke, both in the English 
company at home and among the settlers in Virginia. 
They refused to destroy the free government they had 
but recently established, and in the end they won the 
fight for liberty; the king recognized their right to select 
their own legislative assembly. 

In the beginning the struggle for representative govern- 
ment in New England was not so difficult or so acute as 
it had been in Virginia. Before the Mayflower sailed, 
John Winthrop and his associates, in the establishment 
of the Puritan colony, had the foresight and the wisdom 
to secure a majority of the shares in the charter of the 
company under which they settled the future colony of 
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Massachusetts Bay. In other words, they brought the 
governmental authority along with them, They estab- 
lished their own government, elected their own officers, 
and held only a shadowy allegiance to the king and Par- 
liament they left behind at “Westminster.” Rather liberal 
charters were obtained in the early days of settlement 
by the colonies of Rhode Island and Connecticut. The 
fight in the beginning in Virginia was to obtain free 
government; in New England the real battle was to main- 
tain the rights and liberties that the early settlers had 
possessed from the beginning. 

The reign of Charles I brought a temporary surcease 
from the tyrannical interference in the colonies. Charles 
was fully occupied with his disputes with the Parliament 
and his wars with Oliver Cromwell, and allowed the 
American colonies to drift away from strict allegiance to 
the home Government, and to establish more firmly the 
ever growing sentiment in the colonies for local self- 
government. Under the rule of Cromwell, after the over- 
throw of royalist power, the English colonies in North 
America became almost independent of home control, and 
it was not until the restoration of Charles II to the throne 
that the old battle for free government and local rule 
began all over again. 

Charles I and his son James II were blind to the 
impending revolution for representative government in 
England, and were reckless in their desire to impose the 
personal rule of the king upon the people of the colonies. 
The result was to be expected; there was the despotic 
tyranny of Sir William Berkeley in Virginia, followed by 
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the Bacon rebellion and the ultimate restoration of the 
power and authority of the House of Burgesses. 

In New England there came the revocation of the 
Massachusetts charter, the abolition of representative 
government, the appointment of judges by the English 
crown, and the imposition of taxes without the consent 
of the people taxed. The liberties that came with the May- 
flower when the Pilgrims landed at Plymouth Rock 
were annulled by the house of Stuart. 

When a revolution in England drove James II from 
power and placed William of Orange and Mary on the 
throne, it was the signal for revolt in Massachusetts. 
The patriots assembled on Beacon Hill, marched down 
the streets of Boston, and defied the despotism of the 
Governor-General, Sir Edmund Andros, who had been 
appointed to rule over the territory east of Delaware. 
The people overthrew the tyranny of the Andros ré- 
gime and reéstablished the rights and freedom they had 
enjoyed under their original charter. New York, Mary- 
land, and Virginia rose in the might of a free people’s 
condemnation of despotic rule and once again the princi- 
ples of free government were established in the American 
‘colonies. Thus the power and authority of the British 
Government were continually undermined in America 
up to the time when the upheaval came that was provoc- 
ative of the issues that in the end brought on the Revolu- 
tionary War. 

We may analyze the causes that produced the Ameri- 
can Revolution and find many immediate acts of op- 
pression by the British Government, many incidents that 
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seem to be the immediate cause for the firing of the first 
shot for independence; but in the last analysis it all rests 
in the consciousness of a people who for a century and a 
half had always stood ready to make any sacrifice needed 
in the cause of the right to govern themselves and not to 
be ruled by others. 

The spirit of the American Revolution was not the 
product and impulse of an hour or a day; it came from 
the passion for liberty of personal action and desire for 
a representative government to make the laws under 
which the people must live. It established the ideas and 
ideals of government on which rest, not alone the princi- 
ples that make and sustain our Constitution, but also 
those which are the guides to the impelling force that 
directs the movements of a great and free people in their 
political alinements and guards them against the danger 
of tyranny and oppression coming from any source. 

In analyzing the drift of our Government in any pe- 
riod, we cannot fairly judge the situation in which we 
find ourselves unless we recall the historical incidents 
that builded the principles our fathers fought for, and 
that have been the bulwark that has protected free gov- 
ernment in the past and the beacon light that has guided 
the footsteps of our wisest statesmen. 

It is true that the real development of the American 
race in its desires for freedom came from the struggles 
of the early settlers on the shores of North America; but 
one of the early contacts that cannot be overlooked if we 
are clearly to view the motives that developed our re- 
public is the religious aspect of the people who im- 
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pressed their identity in the organizing of the new States. 

To understand the impelling motive that produced 
results in government centuries afterward we must go 
back to the Puritanism of England in the time of the 
Stuart kings, for that is the religious life that has dom- 
inated Protestant America, in the main, until our day. 
The United States, as a whole, in her social and religious 
sentiment is first and foremost Calvinistic. The national 
impact that has been crystallized into our laws is not 
Roman Catholic, and is the opposite of Lutheranism. 

The American Protestant did not inherit the religious 
philosophy of Martin Luther (1483-1546), a German 
reformer and translator of the Bible, for he was disposed 
to defy all law of government based on force as in vio- 
lation of the teachings of the New Testament. He taught 
that God-fearing and God-loving people on this earth 
must themselves carefully protect the purity of their 
spiritual lives; that the direction of the affairs of the 
state was foreign to the moral law. The complete sepa- 
ration of church and state was the logical result. 

John Calvin was born at Noyon, Picardy, France, 
July 10, 1509, and died at Geneva, May 27, 1564. He 
was a Protestant reformer and theologian, and the im- 
pact of his views has had more influence in directing 
American legislation than all the other religious impacts. 

Calvin taught that the first duty of the individual was 
to be found in the advancement of the will of God on 
earth, for which the follower should submerge self; that 
doctrines were but a means to an end; that he who ac- 
cepted the faith had a real mission to perform for God. 
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He preached that the controlling power of Christ should 
govern all the affairs of life; should purify the life of 
the community and uplift the government of the state; 
that there could be no divided allegiance; that the in- 
dividual should sacrifice self for the advancement of his 
religious standards. How far afield is this doctrine from 
the principle of the complete separation of church and 
state, and yet it became the most persistent ideal in the 
building of the new civilization of America, and even unto 
to-day has at times sacrificed the principles of personal 
liberty and free government to enforce the religious lean- 
ings of the early Anglo-Saxon of Calvinist views. 

We should bear in mind that a strictly Puritan democ- 
racy calls first for adherence to duty; the maintenance 
of personal rights takes the second place in all the equa- 
tions of religion and government. It is this sentiment of 
the Calvinistic school that organizes all social forces to 
compel submission to the community, and at times de- 
nies that liberty is the right of man when it must be with- 
held from him to enforce moral regulations. 

We have moved forward to the awakening of the 
American empire, with two schools of thought always 
in evidence in the legislative bodies of our country—the 
one contending for complete separation of church and 
state, the other teaching that all the affairs of life must 
give way to their view of religious rectitude. In the main, 
the older citizenship stands for community service, and 
the more recent immigration demands its personal lib- 
erty; the conflict is found in much of the uplift legisla- 
tion of recent years. 


CHAPTER III 


GOVERNMENTAL CHANGES IN THE COLONIAL 
PERIOD 


At last the storm that had been gathering for decades 
past broke in the reign of King George III of England. 
Thirteen separate communities, called colonies, had de- 
veloped their agricultural and commercial existence 
along the Atlantic seaboard. They were peopled mostly 
by men and women whose forebears came from the Brit- 
ish isles; they were followers of the Christian religion, 
but greatly divided as to theological doctrine; they were 
self-reliant, courageous, intelligent, and persistent; they 
recognized no race or class superior to themselves. Their 
environments made the procurement of the ordinary 
necessities of life easy, and they naturally subordinated 
property interest to second place when the rights and 
the liberties of the people were involved. Their popula- 
tion was small in comparison with the vast territory in 
which they lived and sought to control. Virginia, the 
most populous colony, had barely half a million people, 
and the combined population of the thirteen political 
units did not exceed three million souls. 

The King of England appointed the governors in all 
the colonies except in Rhode Island and Connecticut. At 


this time the colonies had all established legislative as- 
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semblies of their own choosing; but the enactments of 
the English Parliament, when so directed, was the su- 
preme law, and when a conflict occurred superseded all 
local enactments. 

As long as the people of the separate colonies stood 
alone in the defense of their rights the issue was so un- 
equal that there was little hope of success. The first 
step that looked to united action by the colonies came, 
strangely, from an effort to support the British Govern- 
ment rather than to oppose it. 

In 1535 Jacques Cartier, mariner and explorer, took 
possession of the valley of the St. Lawrence River in the 
name of the King of France. It was not until 1608 that 
Samuel Champlain led an expedition and established 
French civilization in the New World with the founding 
of Quebec. 

The English settlements to the south of Canada were 
agricultural and seafaring from their environment, with 
the forest-covered and, for them, almost impassable 
mountain ranges on the west. On the other hand, the 
valley of the St. Lawrence River and the Great Lakes 
that lay to the westward penetrated the Mississippi Val- 
ley and made easy the way westward for the adventurous 
French fur-traders and trappers. La Salle had navigated 
the Mississippi River to the Gulf of Mexico before Goy- 
ernor Spotswood of Virginia had crossed the Blue Ridge 
Mountains. 

The French and their Indian allies occupied the ter- 
ritory not only to the north but to the west of the Eng- 
lish colonies. When the more venturesome of the Eng- 
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lish settlers sought a western opening for their trappers 
and fur-traders they found the territory already occupied 
by the French. It was not a racial or a religious impact; 
it was the beginning of a conflict for commerce that ended 
in a battle for the political supremacy of a continent. 
The colonies separately would not, or could not, drive 
the French out of the western territory. Finally an inter- 
colonial conference was held at Albany, New York, on 
the Hudson River, to determine ways and means to pro- 
tect the western frontier of the English settlement and 
to advance the fur trade. The colonies united for joint 
action; the situation became more and more acute, and 
culminated in the summer of 1760 in the capture of Que- 
bec from the French by an army composed of British 
regulars and colonial volunteers, led by General James 
Wolfe. The French barrier to colonial expansion was 
swept away and the French territorial control in America 
passed from the lands lying east of the Mississippi River. 
Important as this was in the hour of achievement and for 
the future development of an English civilization, I am 
sure that the lesson it taught of the value of united ac- 
tion was of greater value to the American people, in that 
it pointed the way to the subsequent conferences at An- 
napolis, the convention at Philadelphia, and the united 
action of the delegates from the several colonies pro- 
claiming the Declaration of Independence in 1776. 
When the English sought to inaugurate oppressive 
measures restricting the foreign commerce and imposing 
taxes by order of the crown, the natural impulse was to- 
ward united action by the people of the colonies. Sepa- 
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rately they could not stand; united they were destined to 
win a war for independence, and ultimately to set an 
example in free government that changed the destiny of 
the world. 

We must bear in mind that it was not the amount of 
taxes levied by the home Government, or even the in- 
terference in commerce—although that worked great 
hardship—that was the underlying cause of the Ameri- 
can rebellion against British rule, but it was the unwill- 
ingness of the people to surrender the principle of local 
self-government at any price. 

Nine of the colonies were represented at the congress 
of protest in New York in 1765, but it was not until what 
was afterward known as the Continental Congress met 
in Philadelphia in 1774 that the real coalition against 
the oppressive measures inaugurated by George III took 
place, and united action for freedom of government be- 
came a living fact. 

The War for Independence soon followed. The Dec- 
laration of Independence, the battles of Lexington, 
Concord, and Bunker Hill were a natural sequence. The 
story of Washington, in command of the Continental 
army during the following years, with the final sur- 
render of the British army at Yorktown, is the story of 
war, a glorious war, but is not the story of the onward 
march of a great Government. 

Finally the new Revolutionary States, after victory 
was won, suffering from the discord that border issues 
produced, and realizing the weakness in the defense of 
the new-born nation, sent their delegates to meet in con- 
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vention at Philadelphia in May, 1787. The convention 
was presided over by General George Washington and 
was composed of the ablest men and statesmen that ever 
assembled on American soil. After months of debate and 
consideration they adopted and submitted to the States 
they represented, for their ratification, the Constitution 
of the United States. 

I have attempted briefly to recall some of the cardinal 
facts in history that will forever create the background 
of sentiment behind the adoption, for the first time, of a 
written Constitution for the government of a people, pro- 
claiming to the world that our Government was inau- 
gurated for the preservation of the rights of the citizen 
rather than for the advancement of the interests of those 
who exercised control in the Government. It was the reali- 
zation that liberty was a personal privilege or advan- 
tage for the individual; that it was not subject to over- 
throw or suppression by either the monarch or the ma- 
jority, except in so far as an advancing civilization sur- 
rendered certain personal rights for the common good. 

Our Government was inaugurated primarily for the 
protection of the citizen and not for the advancement of 
the state. A great jurist has written: 


Let us never forget that our constitutions of government are 
solemn instruments, addressed to the common sense of the people, 
and designed to fix and perpetuate their rights and their liberties. 
They are not to be frittered away to please the demagogues of 
the day. They are not to be violated to gratify the ambition of 
political leaders. They are to speak in the same voice now and 
forever. They are of no man’s private interpretation. They are 
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ordained by the will of the people; and can be changed only by 
the sovereign demand of the people. (Story on “The Constitution,” 
Vol. V, pp. 653-4, Sect. 1908.) 


The voice of the statesman and the student, at the 
time our Constitution was being written, is the best evi- 
dence of the understanding of the purpose of the instru- 
ment by the people of the States when they ratified it. 

Mr. Jefferson expressed to General Washington the 
opinion which he always thereafter maintained that, “To 
make our States one as to all foreign concerns, preserve 
them several as to all merely domestic, to give to the 
Federal head some peaceful mode of enforcing its just 
authority, to organize that head into legislative, execu- 
tive, and judicial departments, are great desiderare.” 
This letter was written before the draft of the new Con- 
stitution was promulgated. 

Afterward he wrote to Mr. Madison, approving the 
plan and scope of the new Government, with some criti- 
cisms of the clause that fixed the term of the President 
for four years and did not make him ineligible for re- 
election. His first and greatest objection to the new 
Constitution was the omission of the Bill of Rights, 
“Providing clearly and without the aid of sophism, for 
freedom of religion, freedom of the press, protection from 
standing armies, restriction of monopolies, the eternal 
and unremitting force of the habeas corpus laws and 
trials by jury in all matters of fact triable by the laws 
of the land and not by the laws of nations.” 

He is clear in the view that the new central Govern- 
ment should function strongly in foreign matters, mat- 


32 Drifting Sands of Party Politics 


ters external to the States, and that the rights and lib- 
erties of the citizens should be protected from future 
aggressions by the Federal Government, and then he 
says: 


It would have been much more just and wise to have con- 
cluded the other way, that as most of the States had preserved 
with jealousy this sacred palladium of liberty, those who had 
wandered, should be brought back to it; and to have established 
general right rather than general wrong. For I consider all the 
ill as established, which may be established. I have a right to 
nothing, which another has a right to take away; and Congress 
will have a right to take away trials by jury in all civil cases. 
Let me add, that a bill of rights is what the people are entitled 
to against every government on earth, general or particular; and 
what no just government should refuse or rest on inference. (6 ‘‘Jef- 
ferson’s Writings,” Mem. Ed., pp. 388-9.) 


The Constitution was ratified, but it could not have 
been ratified if its proponents and makers had not agreed 
in advance that amendments should be proposed to the 
Constitution by the Congress and ratified by the States, 
incorporating as a part of the original instrument a Bill 
of Rights safeguarding the liberties of the individual 
against the encroachment by the central Government, in 
keeping with the suggestions of Mr. Jefferson. The first 
ten amendments were adopted as the Bill of Rights of 
the people of the United States, and are now regarded as 
a part of the original instrument. 

On the fourth day of December, 1788, Thomas Jeffer- 
son wrote to General George Washington concerning 
the adoption of the Bill of Rights: 
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I have seen with infinite pleasure, our new Constitution ac- 
cepted by eleven States, not rejected by the twelfth; and that the 
thirteenth happens to be a State of the least importance. It is true, 
that the minorities in most of the accepting States have been 
very respectable; so much so as to render it prudent, were it 
not otherwise reasonable, to make some sacrifice to them. I am 
in hopes, that the annexation of the bill of rights to the Con- 
stitution will alone draw over so great a proportion of the minori- 
ties as to leave little danger in the opposition of the residue; and 
that this annexation may be made by Congress and the Assemblies, 
without calling a convention, which might endanger the most 
valuable parts of the system. (7, ‘“‘Jefferson’s Writings,” Mem. Ed., 
p. 223.) 


No man in the life of our republic has lived who had 
a better understanding of the principles of free govern- 
ment and the protection of the rights of the individual 
from direct or insidious encroachment by those intrusted 
with the power and authority of government than did 
Thomas Jefferson. His mind foreshadowed the evil days 
that were ahead for the new republic when he said: 


I do then, with sincere zeal, wish an inviolable preservation 
of our present federal Constitution, according to the true sense 
in which it was adopted by the States, that in which it was advo- 
cated by its friends, and not that which its enemies apprehended, 
who therefore became its enemies; and I am opposed to the 
monarchizing its features by the forms of its administration, with 
a view to conciliate a first transition to a President and Senate 
for life, and from that to an hereditary tenure of these offices, 
and thus to worm out the elective principle. I am for preserving 
to the States the powers not yielded by them to the Union, and to 
the legislature of the Union its constitutional share in the division 
of powers; and I am not for transferring all the powers of the 


34 Drifting Sands of Party Politics 


States to the General Government, and all those of that govern- 
ment to the executive branch. (10 “Jefferson’s Writings,” Mem. 
Ed., pp. 76-77-78.) 


If the spirit of Jefferson could have directed the legis- 
lative course of government for three decades following 
the Spanish War, what a different government we would 
live under, what personal rights would have been main- 
tained for the people of our country that have been denied 
them by the neglect of their chosen representatives! 

James Madison, than whom none was so prominent 
and useful in proposing, making, and adopting our Con- 
stitution, wrote a letter to Thomas Jefferson stating his 
views as to the importance of incorporating a Bill of 
Rights in the Constitution, saying: 


What use, then, it may be asked, can a bill of rights serve in 
popular Government? I answer, the two following, which, though 
less essential than in other Governments, sufficiently recommend 
the precaution: 1. The political truths declared in that solemn 
manner acquire by degrees the character of fundamental maxims 
of free Government, and as they become incorporated with the 
National sentiment, counteract the impulses of interest and pas- 
sion. 2. Although it be generally true, as above stated, that the 
danger of oppression lies in the interested majorities of the people 
rather than in usurped acts of the Government, yet there may 
be occasions on which the evil may spring from the latter source; 
and on such, a bill of rights will be a good ground for an appeal 
to the sense of the community. Perhaps, too,*there may be a cer- 
tain degree of danger that a succession of artful and ambitious 
rulers may, by gradual and well-timed advances, finally erect an 
independent Government on the subversion of liberty. Should this 
danger exist at all, it is prudent to guard against it, especially 
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when the precaution can do no injury. (1 “Writings of Madison,” 
p- 426.) 


Alexander Hamilton, a gallant soldier and a great 
financier, but of the school of those who did not trust the 
people to govern themselves, in one of his papers in the 
“Federalist” combats the idea that a Bill of Rights was 
necessary to the life of the Constitution, on the ground 
that the new Government was to be one of delegated 
powers, and that the power not given was withheld and 
could not be exercised. He overlooked the fact that in 
the powers that were delegated to the Federal Govern- 
ment there was a vast field in which the rights and the 
liberties of the individual could be exploited for the 
benefit of the few, to the injury of the many. It is fair, 
though, to say that neither Hamilton nor those with whom 
he consulted or collaborated could possibly have con- 
ceived at that time the steam railroad, the telegraph, the 
telephone, the airplane, the tremendous movement of in- 
terstate commerce, or that the power granted under the 
commerce clause of the Constitution was of greater im- 
portance and more far-reaching than most of the powers 
reserved to the States. The Hamiltonian philosophy, de- 
feated on the political battle-field where contended the 
men who won the Revolutionary War, seemed to perish, 
only to be insidiously revitalized a century later by ju- 
dicial construction and legislative surrender. 

Judge Black says: 

A bill of rights is a formal declaration, in a constitution, of 


the fundamental natural, civil, and political rights of the people 
which are to be secured and protected by the government. 
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Almost without exception, the great guaranties which secure 
the natural, civil, and political rights of the citizen, and protect 
him against tyranny or oppression, were derived from the great 
charters and legislative enactments of Great Britain which had 
become a fixed part of her constitution, or from common law, which 
the Americans claimed as their natural heritage and shield. Among 
these rights we may mention that of “due process of law,” of trial 
by jury, of the benefit of the writ of habeas corpus, of security 
against unreasonable searches and seizures, and many of the 
rights secured to persons on trial for criminal offenses. The sev- 
eral states, in framing their constitutions, have been guided and 
influenced by the same theories and doctrines, and by the prev- 
alence of the same political ideas among the people, and also 
in later times, and to a very considerable degree, by the con- 
stitution of the United States. (Black on “Constitutional Law,” 
pp. 9-10.) 


Need I go further? The best brains that went before 
or came after our separation from the British crown all 
proclaim the fact that the principles established in the 
making of the American Government subordinated the 
powers and instrumentalities of government to the pro- 
tection of the rights and liberties of the individual citi- 
zen. 

The very history of the movement of the English- 
speaking race coming from the British isles to the dan- 
gers of the North American continent bespoke their love 
of liberty, and their willingness to sacrifice their all for 
the principles of free and representative government. 


CHAPTER IV 
THE LIGHT OF PRINCIPLE IN LEGISLATION 


WE have considered briefly the history that led up to 
the colonization of North America, and summarized some 
of the causes that helped to establish the principles that 
underlay the battle for independence and secured the 
adoption of the Constitution of the United States. Be- 
fore we go on to the analysis of legislation by the Con- 
gress of the United States, it may be worth while to agree 
on certain fundamental principles that can be accepted 
as axioms of free government by us all, when we have not 
the particular case at the bar of judgment awaiting our 
decision. It is always so much easier for us to endeavor to 
justify our actions and our motives than it is to confess 
our errors openly. That being the case, let us agree on 
principle first, and have our disagreement—if it must 
come—on the application of principle to the specific case, 
rather than weaken the truths of free government by 

specious argument made in defense of a bad cause. 
There are many principles that, applied to govern- 
ment, affect our rights and our liberties. I shall not at- 
tempt to analyze them all, but rather those cardinal 
principles on which the foundation of free government 
must rest, and which have been involved in the direction 
that legislation in the Congress has taken in recent years. 
37 
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To illustrate: religious freedom embraces one of the 
great highways of a free people. The souls of men are 
manifestly in the keeping of their God and themselves, 
and not of their neighbors. To allow a despotism, or even 
a democratic majority, by law or by other means of 
coercion, to dictate to the individual the method of his 
approach to Divinity, when religious belief is considered 
seriously, would destroy the peace of mind and the hap- 
piness of the individual affected, if it did not go farther 
and compel him, for conscience’ sake, to make inordinate 
sacrifices for his soul’s salvation. But at least since the 
Civil War period this principle has not been directly 
challenged by the legislation of the Congress, and the 
efforts made by individual or organized bodies to tram- 
ple on this right of humanity do not come within the 
horizon of the present endeavor to analyze recent legis- 
lation. 

Let us consider only the direct problem before us and 
see if we can agree on four principles of government as 
those most necessary for the safe guidance of the ship of 
state, whose abandonment would put in jeopardy the 
rights of the individual. They are: first, “The govern- 
ment that governs least, governs best’’; second, that lo- 
cal self-government is essential to good government; 
third, that the prime purpose of government should be to 
protect the rights and the liberties of the people; and 
last but not least in importance, that a free people should 
be governed by well-defined laws and not by the fiat of 
the changing rules and regulations of men. 
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“The government that governs least, governs best”— 
in that sentence may be embraced the whole philosophy 
of our civilization and the entire justification for free 
government. Do we believe that man is better able than 
the laws of God to direct the ultimate destiny of man? 
The trees in the forest and the beast in the wilderness 
pursue the course of nature, live their allotted time, and 
follow the course directed by an unseen power, without 
the protection or direction of man’s laws, when they are 
fortunate enough to escape man’s environment. 

Man, being a social animal and an intelligent one, 
recognizing that close or congested environment pro- 
duces friction or discord, has, at least as far back as we 
can trace the pages of history, attempted to set up, in 
place of the power of force, certain rules and regulations 
to direct the course of human events, called laws. These 
laws, whether made in the forum of the people or by the 
autocratic dictum of an arbitrary ruler, were intended as 
the final arbiter of all disputes. 

The recognition of the rule of law in place of the rule 
of force in directing the course of life and living is at 
least one of the points where we draw the theoretical, if 
not the actual, distinction between the civilized man and 
the wild beast. 

We have not been eminently successful in our advance 
toward higher life and higher civilization as men and as 
nations. We are continually abandoning the human path 
of life and falling back into the trail of the brute. We 
often refuse to carry our personal differences to the courts 
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of the land, and appeal to the high moral suasion of a 
fist fight or a pistol battle instead. In national disputes, 
when a real issue confronts a powerful people, how often 
have they submitted to the arbitrament of reason and 
justice, and how much oftener have they forced a de- 
termination of the issue on the battle-field! 

We all agree in our calm, dispassionate moments, 
when we ourselves are not involved, that the rule of rea- 
son should prevail; that love is much better than hate; 
that peace is preferable to war; but when the issue comes, 
our animal natures overcome our spiritual faith and we 
lapse again into barbarism. Is it because we have too 
much law, or is it because we have too little law, that we 
do not respect the law of our country or the law of 
nations? When we believe we can succeed we enforce our 
desires by an appeal to force. 

In the main, it is true that savage tribes respect only 
force and obey only power when something occurs that 
thwarts their desires. On the other hand, the high ideal 
of civilized life is that rules and regulations called laws, 
which express the real sentiment of the people who are 
expected to obey them, may be agreed to. They are recog- 
nized by all as necessary to protect and foster a com- 
munity life, because they are just and fair. Can this be 
accomplished when the few attempt to work out the 
earthly destiny of the many without their knowledge or 
consent? Manifestly it cannot so long as the mind of 
man is influenced by his desires. The best and safest 
law to enact is the law of custom that has grown up 
through acquiescence and consent as did the common law 
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of England. That able and distinguished statesman, 
Elihu Root, in an address delivered at the Harvard Law 
School, said: 


Some years ago in Washington I had a count made in the 
Library of Congress to see what body of law was coming out each 
year, and the report was that in the five years preceding there 
had been over sixty-two thousand statutes enacted in the United 
States and printed in the volumes of laws of the different legis- 
latures of the country and in the same time there have been over 
sixty-five decisions of courts of last resort delivered and printed 
in six hundred and thirty volumes of reports. 

Manifestly that is an impossible situation. It has been growing 
worse ever since. There has been no check to it. People are drifting 
away from the control of principles, each one doing the best he 
can to do what is about right in the cases that come up, because 
the heterogeneous mass of the laws and of judicial decisions has 
become so great that it is quite impossible to make them fit into 
the administration of justice. 


We cannot expect that even in the most highly civi- 
lized communities, where education and refinement pre- 
vail to a large degree, men will respect laws that they 
know nothing about, which were not enacted in response 
to real public sentiment for them, and too often have 
come from fanatical prompting or the selfish machina- 
tions of special interests using the power of public law 
to secure their own advancement. 

Since the period of the great war the United States 
has been overburdened by an era of crime and flagrant 
defiance of law in our best policed communities. It has 
not come as an aftermath of war conditions; the war was 
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not fought on American soil. Statistics show that only a 
small percentage of ex-service men are found among the 
convicted criminals. The deluge of major crimes that has 
overwhelmed us in the United States has not been ap- 
parent to anything like the same extent in Canada, Eng- 
land, or France, where the soldiers of our allies returned 
home from war. 

A few decades ago respect for the law of our country 
was one of the pillars of strength of our republic and 
the pride of citizenship. Now almost in a night it has all 
changed; even the officers of a State do not respect the 
mandate of the law they are appointed to enforce. Why 
has this come about? It is a problem that must be traced 
to the source. It is a stream of crime that flows far above 
the quagmires of poverty and ignorance. It sits in the 
jury box and paralyzes the arm of executive authority. In 
our haste to make laws too fast and too often, without 
giving proper consideration to a mature public senti- 
ment to sustain them, have we not brought about an era 
of disrespect for all law and a contempt for most govern- 
ment? When a people lose respect for one bad law, it is 
but a short step before they include the good laws with 
the bad and are shortly in rebellion against all law. 

The attitude of a citizen to his Government is the re- 
flection of his patriotism to his country. Devotion to the 
welfare of one’s country is so closely interwoven with the 
impulse to obey and respect its laws, that contempt for 
the law of the land is more than likely to destroy the 
patriotic fiber of the nation. The lawgiver therefore 
faces a grave responsibility when he becomes the pro- 
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poser of hasty and ill-advised laws that do not meet the 
approval of the great mass of people who must live under 
them and are expected to obey them. 

Montesquieu so defines the high ideals of citizenship 
as to make it worth while for the lawgiver to consider. 


The love of equality, in a democracy, limits ambition to the 
sole desire, to the sole happiness, of doing greater services to 
our country than the rest of our fellow-citizens. They cannot all 
render her equal services, but they all ought to serve her with 
equal alacrity. At our coming into the world, we contract an im- 
mense debt to our country, which we can never discharge. (Montes- 
quieu’s Works, Book V, Chap. III.) 


There is no equality under the rule of despotic mon- 
archy or the class favoritism of an oligarchy; only under 
the sway of democracy, conducted by the voice of the 
people in a small country or representative government 
in a large republic, is equality possible. The lasting 
equality of the life and the rights of the citizen must be 
fixed by permanent law. The law that does not fit itself 
into the affairs of the individual, that does not steer clear 
of invading his liberty and the customs of his home, can- 
not possibly be applied with equality and justice to all 
alike. 

We all know that there are evils in the administration 
of the laws of our country. We also know that most of 
the evils of administration grow out of the reactions of 
the people against ill-considered, unwise, and unjust 
laws, hastily and unwisely enacted by the legislative 
branch of the Government. The gravest and greatest 
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difficulty that we suffer from is too much law and the 
fact that bad and unwise laws are left unrepealed on the 
statute books and their enforcement neglected. 

In the consideration of the general legislative trend 
of the country since the war with Spain, we may surely 
try the case from the point of view that the country that 
governs least, governs best; that legislation which can 
be avoided without real injury to the body politic had 
best be not enacted; that those laws which have been 
enacted and have not produced beneficial results to the 
great body of the people, or have directly or indirectly 
placed oppressive and unusual burdens on the citizens, 
should be repealed. 

Surely this is a platitudinous expression of govern- 
mental rectitude which all agree to in principle and none 
are in accord with in fact. It is not an exaggeration to 
say that half the laws enacted are experimental in their 
inception and unhappy in their results; that the country 
is full of people who do not want to work, but who wish 
to make others work; who do not want to be good, but 
who wish to make others good; who do not want to be 
governed, but who wish to govern everybody else. Fortu- 
nately for the plain people of the land, who belong to 
neither class nor clan, and who must act alone when their 
rights are placed in jeopardy by ill-considered legisla- 
tion, the Constitution of the United States continues to 
guarantee the principles of freedom of speech and of the 
press, the inviolability of the individual and of the home, 
the right of trial by jury according to regular procedure, 
and the protection of property from unlawful seizure, 
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as part of our ancient heritage. There also remains the 
opportunity to defend these rights in the courts, even 
when they are exploited by the executive or abandoned 
by the legislative branch of the Government. If it were 
not so, the new doctrine that proclaims the rights of the 
community as being without limitation when racial 
hatred, class prejudice, or religious fervor are involved 
would overwhelm the liberties of the people. Fortunately, 
the fundamental guarantees of freedom hold back the 
rising tide of legislation that would threaten the elemen- 
tary rights of the citizen. If the Constitution of the 
United States had not been adopted by our fathers, it is 
at least doubtful if our sons might enjoy a free state. 

It is a strange condition of our times that in a country 
of British origin the true tradition of Thomas Jefferson 
survives with more strength in the great cities of the East, 
with their foreign population, largely Catholic in re- 
ligion, than in the West and South, where the people are 
of Revolutionary blood and Protestant in religion. 


CHAPTER V 


LOCAL SELF-GOVERNMENT 


Twat local self-government is essential to good govern- 
ment no one can doubt. That we have drifted far away 
from the ideal of local self-government since the begin- 
ning of the twentieth century must be manifest to every 
thoughtful student of our legislative history. 

To find our place on the high seas of government let 
us first go back to the first principles, as the mariner con- 
sults his quadrant, and seek the advice of the men who 
sounded all the depths and shallows of the reflection of 
local control in government when our country was or- 
ganizing the new republic. 


Jefferson said, in 1798, that “the residuary rights are reserved 
to their [the American states’] own self-government.’’ The term 
is now freely used both in England and America. In the former 
country we find a book on Local Self-Government; in ours, Daniel 
Webster said, on May 22d, 1852, in his Faneuil Hall speech: 
“But I say to you and to our whole country, and to all the crowned 
heads and aristocratic powers and feudal systems that exist, that 
it is to self-government, the great principle of popular representa- 
tion and administration—the system that lets in all to participate 
in the counsels that are to assign the good or evil to all—that we 
may owe what we are and what we hope to be.” (Leiber’s “Civil 
Liberty and Self-Government,” p. 447.) 
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To quote again from Dr. Leiber: 


American liberty belongs to the great division of Anglican 
liberty. It is founded upon the checks, guarantees, and self- 
government of the Anglican race. The trial by jury, the representa- 
tive government, the common law, self-taxation, the supremacy 
of the law, publicity, the submission of the army to the legislature, 
and whatever else has been enumerated, form part and parcel of 
our liberty. There are, however, features and guarantees which 
are peculiar to ourselves, and which, therefore, we may say con- 
stitute American liberty. They may be summed up, perhaps, under 
these heads: republican federalism, strict separation of the state 
from the church, greater equality and acknowledgment of abstract 
rights in the citizen, and a more popular or democratic cast of 
the whole polity. (p. 256.) 


We have had many really great men who have lived 
and played their part for the upbuilding and betterment 
of the common masses, the protection of their rights and 
liberties, and the maintenance of a republic in these 
United States of America. I do not reflect on the ability 
or greatness of any of them when I say that no American 
has ever so well understood the fundamental principles 
of self-government and battled so consistently and effec- 
tively for their establishment, maintenance, and pro- 
tection as did Thomas Jefferson, the author of the 
Declaration of Independence. He well says: 


Our country is too large to have all its affairs directed by a 
single government. Public servants at such a distance, and from 
under the eye of their constituents, must, from the circumstance 
of distance, be unable to administer and overlook all the details 
necessary for the good government of the citizens, and the same 
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circumstance, by rendering detection impossible to their con- 
stituents, will invite the public servants to corruption, plunder 
and waste. . . . You have seen the practices by which the public 
servants have been able to cover their conduct, or, where that 
could not be done, the delusions by which they have varnished 
it for the eye of their constituents. What an augmentation of the 
field for jobbing, speculating, plundering, office building and office 
hunting would be produced by an assumption of all the state 
powers into the hands of the general government. 


Beyond doubt Mr. Jefferson believed that the ideal 
government must be constructed so as not to coerce the 
popular will, but to express it, and that the machinery 
of a free government must be so organized as to allow, as 
far as possible, the reflected viewpoint of the citizen to 
become the mirror from which the legislative action of 
the representatives of the people enacted itself into the 
law of the land. As to how this ideal can be accomplished 
only by adhering, as far as may be, to the principles of 
local self-government, he describes in these words: 


These wards, called townships in New England, are the vital 
principle of their governments, and have proved themselves the 
wisest invention ever devised by the wit of man for the perfect 
exercise of self-government, and for its preservation. We should 
thus marshal our government into, 1, the general federal republic, 
for all concerns foreign and federal; 2, that of State, for what re- 
lates to our own citizens exclusively; 3, the county republics, for 
the duties and concerns of the county; and 4, the ward republics, 
for the small, and yet numerous and interesting concerns of the 
neighborhood; and in government, as well as in every other busi- 
ness of life, it is by division and subdivision of duties alone, that 
all matters, great and small, can be managed to perfection. And 
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the whole is cemented by giving to every citizen, personally, a part 
in the administration of the public affairs. (15 Jefferson’s “Writ- 
ings,” Mem. Ed., p. 38.) 


When we stop to consider this plain definition of the 
subdivision of the powers of government, and the princi- 
ples involved, and then recall how far the Congress of 
the United States has gone in recent years to overthrow 
them and set up a super-government, we cannot avoid 
the apprehension that the end of centralization is not in 
sight, and danger to the republic lurks behind. In a ter- 
ritory separated geographically as are the forty-eight 
States of the Federal Union, with all the varied wants 
and needs of life; influenced and controlled by the 
changing conditions of climate and soil, rivers and lakes, 
forests and prairies, transportation and markets; with 
half the population living in cities and towns and the 
other half in fields and forest, it must be apparent to 
every thinking person that one central government can- 
not make laws that reflect the views of the people who 
have so many varied interests; that the man living in 
Maine cannot visualize the needs and desires of the 
people of Alabama any more than the man in Alabama 
can see the governmental requirements of the people of 
Maine. 

Many of the States bordering on the Dominion of 
Canada have laws that require the householder to re- 
move the winter snows from the sidewalks in the town— 
just and fair laws, which receive the approval of the 
citizens that live under them; but how unjust and unfair 
it would be to make similar laws for the people that live 
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in the States touching the Gulf of Mexico, where the sun 
clears the sidewalks in a few hours after the snow falls! 
The conditions of labor are very different in agricultural 
States from those which exist in the congested manufac- 
turing centers. For a central government to make laws 
that would affect the varied relations which exist between 
the employer and employee in all the territory lying be- 
tween the two great oceans, without doing injustice to 
either, is about as difficult a task as it would be to raise 
oranges in Minnesota or to build snow palaces in 
Florida. 

It must be borne in mind that the laws passed by the 
Congress must be geographically uniform. The rela- 
tions of human beings to the local environment can be 
properly adjusted so as to benefit the greatest number and 
work the least injury to all only by allowing each com- 
munity to reflect its own desires in laws made by its local 
representatives, affecting only its own environment. The 
scope of Federal legislation has been continually enlarg- 
ing as the decades pass by, to the harassment and injury 
of many. More happiness and contentment would be at- 
tained by allowing each community to work out its own 
destiny without interference from the central authority. 

Judge Dillon, an able jurist and clear thinker on the 
balances that count for free government, says: 


In this country the system of decentralizing political power, 
and of intrusting the direction of local affairs to the local con- 
stituencies, has from the earliest colonial periods been carried 
to a much greater extent than in England. As you pass from one 
end of this country to the other, alike in the older regions and in 
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the newest organized settlements, you will see the affairs of each 
road district, school-district, township, county, village, and city 
locally self-managed, including the administration of local justice. 
Every township in the United States has a local court, with power 
to summon a jury of vicinage, thereby bringing justice home to 
the business and bosoms of the people, and making it their own 
affair. We are somewhat apt to look with disdain upon the courts 
held by justices of the peace; but in reality we have few more use- 
ful institutions. The eyes of the ordinary justice have not, indeed, 
been couched to the “gladsome light of jurisprudence.” He may 
be prone to make technical mistakes; but in general he manages, 
by himself or the jury, to work out substantial justice in the de- 
cision of the disputes arising out of the every-day affairs of the 
people. (“The Law and Jurisprudence of England and America,” 
pp. 160-1.) 


The writer describes with accuracy the local govern- 
ment manifest in our States, in so far as it has not been 
encroached upon by the mandate of Federal authority, 
exercised under the grant by the States to the Govern- 
ment at Washington of the power to levy taxes and to 
direct and control interstate and foreign commerce. 

Who for a moment would have believed, before the 
octopus of centralized power had enmeshed us in its con- 
trol, that the Government at Washington would have 
sought to erect a bureau, through an exercise of the tax- 
ing power, to control the child life of forty-eight sepa- 
rate States? When the patriotic people of the colonies 
offered their all on the altar of their country’s independ- 
ence, rebelling against the unjust decrees of an English 
king, fighting for liberty, they would have been appalled 
and amazed if they could have looked into the future one 
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hundred and fifty years and visualized the enactments of 
law under which a political proselyte at the seat of cen- 
tral government could control the prescription of the doc- 
tor given to a sick patient. 

I shall not stop now to review the legislation that has 
violated the principles of our Government; the recogni- 
tion of principle as a living fact rather than an idle 
theory is of first importance. 

Let us pause for a moment to consider the viewpoint 
of an able and distinguished statesman coming from the 
country from which we separated ourselves. James 
Bryce, member of the British Parliament and one time 
Ambassador to the United States, in his review of the 
American commonwealth thus comments on local self- 
government: 


Law will never be strong or respected unless it has the senti- 
ment of the people behind it. If the people of a State make bad 
laws, they will suffer for it. They will be the first to suffer. Let 
them suffer. Suffering, and nothing else, will implant that sense 
of responsibility which is the first step to reform. Therefore let 
them stew in their own juice: let them make their bed and lie 
upon it. If they drive capital away, there will be less work for 
the artisans: if they do not endorse contracts, trade will decline, 
and the evil will work out its remedy sooner or later. Perhaps 
it will be later rather than sooner: if so, the experience will be 
all the more conclusive. It is said that the minority of wise and 
peaceable citizens may suffer? Let them exert themselves to bring 
their fellows round to better mind. Reason and experience will 
be on their side. We cannot be democrats by halves; and where 
the self-government is given, the majority of the community 
must rule. Its rule will in the end be better than that of any ex- 
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ternal power. No doctrine more completely pervades the American 
people, the instructed as well as the uninstructed. Philosophers 
will tell you that it is the method by which Nature governs, whose 
laws carry their own sanction with them. Divines will tell you 
that it is the method by which God governs: God is a righteous 
Judge and God is provoked every day, yet He makes His sun to 
rise on the evil and the good, and sends rain upon the just and the 
unjust. He does not directly intervene to punish faults, but leaves 
sin to bring its own appointed penalty. Statesmen will point to 
the troubles which followed the attempt to govern the unconquered 
seceding States, first by military force and then by keeping a great 
part of their population disfranchised, and will declare that such 
evils as still exist in the South are far less grave than those which 
the denial of ordinary self-government involved. “So,” they pur- 
sue, “Texas and California will in time unlearn their bad habits 
and come out right if we leave them alone: Federal interference, 
even had we the machinery needed for prosecuting it, would check 
the natural process by which the better elements in these raw com- 
munities are purging away the maladies of youth, and reaching 
the settled health of manhood.” 

A European may say that there is a dangerous side to this ap- 
plication of democratic faith in local majorities and in laissez aller. 
Doubtless there is: yet those who have learnt to know the Ameri- 
cans will answer that no nation so well understands its own 
business. (“American Commonwealth,” Vol. I, 352-3.) 


Lord Bryce gives us an impressive picture of the bene- 
fits and dangers of local self-government, but to me his 
opening sentence in the paragraph I quote is the most im- 
portant one: “Law will never be strong nor respected un- 
less it has the sentiment of the people behind it.” 

The men who won our independence established a 
government of law as a heritage for future generations. 
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We are drifting away from it, principally because the 
fads, fancies, and greeds of organized cliques and clans. 
have exploited their desires in guise of legal enactment, 
from time to time, to the injury and disgust of the great 
majority of the people. 

There are many instances where a particular law may 
be both popular and advantageous to one community, 
and at the same time unwelcome and disastrous to other 
parts of the United States. The laws in force in the Rocky 
Mountain States, regulating the use of water in the 
streams of that section, meet with the approval of the 
people in that part of the country, and are not repealed 
because the necessities of an arid or semi-arid country 
require them; on the other hand, they would be most 
unwelcome in the States east of the Mississippi River, 
where there is an abundance of water. In one section 
these laws are strong and respected, but in another part 
of the country, if on the statute books, they would soon 
be repudiated. 

The same principle is involved in many Federal 
statutes now on the books of government; for instance, 
the prohibition statutes are respected and fairly well en- 
forced in some States of the Union; they are repudiated 
and nullified in other States. The lives and living condi- 
tions of the inhabitants of our country are as varied as 
the colors in the rainbow prism; we cannot make them 
either white or black by legislative enactment; and we 
should not forget that as water can never naturally rise 
higher than its source, no law can ever be stronger or 
more respected than the sentiment that is found in the 
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jury box where persons indicted for its violation are 
tried. The primary distinction between despotic govern- 
ment and representative government must always be that 
from the one the power descends on the people from 
above for their guidance and direction, from the other 
the law should reflect the mature sentiment of the masses 
who live under it. 

The Supreme Court of the United States (134 U. S. 
731) clearly states the principle of local self-govern- 
ment: 


Experience has shown that in a country of great territorial extent 
and varied interests, peace and lasting prosperity can exist with 
a civilized people only when local affairs are controlled by local 
authority, and, at the same time, there are lodged in the general 
government of the country such sovereign powers, as will enable 
it to regulate the intercourse of its people with foreign nations and 
between the several communities, protect them in all their rights 
in such intercourse, defend the country against invasion and do- 
mestic violence, and maintain the supremacy of the laws through- 
out its whole domain. This principle the framers of the constitu- 
tion acted upon in establishing the government of the Union, by 
leaving unimpaired the power of the states to control all matters 
of local interest, and creating a new government of sovereign 
powers for matters of general and national concern. They thus 
succeeded in reconciling local self-government, or home rule, with 
the exercise of national sovereignty for national purposes. Under 
this dual government each state may pursue the policy best suited 
to its people and resources, though unlike that of another state. 
And yet there can be no violent conflicts so long as the central 
government exercises its rightful power, and secures them against 
foreign invasion and internal violence, and extends to the citizens 
of each state protection in the others. 
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Our great difficulty in maintaining the integrity of our 
local governments is in large part due to the tendency 
to standardize everything in the United States, includ- 
ing our laws. Public opinion is not of mushroom growth 
that springs up over night in response to real sentiment. 
It is generally aided and often propagated by organized 
minorities who direct and control it, with a purpose be- 
fore them. Our newspapers print standardized news and 
advertisements. The picture theaters show standardized 
plays. We have standardized meat and drink, and the 
customs of our times very nearly make us live standard- 
ized lives. Diversity in public sentiment fades away be- 
fore the organized efforts of industry or social welfare 
to take an objective. 

In the United States associations are more powerful 
than anywhere in the world. They are primarily or- 
ganized to further some business, social, or religious pur- 
pose, and as a rule they attempt to accomplish their 
desire through political power and law enactments. 
Through the united efforts of their members, and the 
money at their command, they create public sentiment 
in the country, which enables them to carry out their 
programs. Often they accomplish real and lasting reform, 
but at times their influence on public opinion is most 
dangerous. They have converted publicity into a power- 
ful weapon with which to reach and control the voters. 
This weapon of publicity is far more effective when in- 
dustry and social welfare combine their forces to pro- 
duce legislative results, for in the end the public lacks 
information, is not aroused, and is easily led. 
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As a rule, the experts are successful in accomplishing 
the desired results, and usually proclaim a victory for 
the welfare of the country. These associations are often 
more powerful than the Government. They succeed in 
influencing political parties, the press, and the individual 
members of the Congress. They bring constant pressure 
to bear from all available sources and break down the 
functioning of the Government in its accustomed chan- 
nels. Combinations so organized always favor the power 
of centralized government and are the most potent instru- 
mentality in the destruction of the ideal of local self- 
government. 


CHAPTER VI 
BUREAUCRATIC GOVERNMENT 


THE organization of government of some kind is neces- 
sary in order that men may secure united action for mu- 
tual protection and development. Government antedates 
the dawn of civilization. The ancient relics of prehistoric 
man that are found indicate that tribe organization ex- 
isted, and even in our day we find savage tribes to whom 
the first principles of religion and civilization are un- 
known, that are ruled by hereditary or selected chiefs 
and are united under primitive forms of government for 
mutual protection. 

The first law of organized society must be self- 
restraint. If all men followed the commandments pro- 
claimed by Jesus of Nazareth and each loved his neigh- 
bor as himself, the highest ideal of restraint would be 
established, without the necessity for law and govern- 
ment. But as long as elements of savage selfishness and 
desire survive in the human breast, some organization 
for the control of man’s passions is necessary that the 
race may survive, and that civilization may advance to- 
ward the dawn of the millennium. 

Man has experienced, before our day, almost every 
form of government that human intelligence can devise. 


If we are willing and have the patience to investigate we 
58 
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may learn from the experience of others the best solu- 
tion of the problems that confront us. 

In the building of a government there are two essen- 
tial features to be considered: first, the purpose of gov- 
ernment, and next the form of government. We need not 
consider the many problems that can be discussed as to 
what is the best form of government, for I am sure our 
people are agreed that the representative form which 
exists in the several States and in the United States, where 
it is maintained in its entire integrity, is far and wide the 
most satisfactory and best adapted to the wants and 
needs of a free people. But the purpose of government is 
an entirely different matter, and the application of its 
aim in any government is the first essential in consider- 
ing the equation of the personal liberty and the content- 
ment of a people. 

There has been no government known to history 
where, at least to some extent, human weakness has not 
clogged its machinery and misdirected its movements. 
Corruption and cowardice have often stayed the hands of 
justice and blinded the eyes of those in power. But the 
degeneracy of the individual is not the true test of either 
the form or the purpose of government. 

Every society on the earth should have the right to fix 
the fundamental principles of the association, and 
clearly the earnest desire of the founders of our republic 
was to see the element of popular control pushed to the 
maximum of its practical exercise. 

We can all agree that in a free government the will of 
the people, honestly expressed, should be crystallized 
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into law when the issue involved makes for the peace, the 
happiness, and the protection of the body politic and does 
not unnecessarily invade the personal rights of the in- 
dividual citizen. 

Doubtless in the beginning of all government the mass 
of the governed surrendered some of their rights and 
liberties to the governing class for the purpose of se- 
curing advantage to themselves; but in most governments 
that history tells us about it was not long after their or- 
ganization when the governing classes, intrusted with 
power, proceeded to run the government for their own 
benefit and not for the benefit of the governed. 

When the period of the approach of the American 
Revolution was at hand, with few exceptions the govern- 
ments of the world were monarchical and autocratic, 
varying in degree from the despotic government of Rus- 
sia to the, in part, representative and parliamentary 
government of England; but nowhere at that time did the 
mass of the people have a real voice in the government 
under which they lived. 

This condition of international society prompted Mr. 
Jefferson to say in a letter to John Adams, as late as 
1Si3: 


The question before the human race is, whether the God of 
Nature shall govern the world by His own laws, or whether priests 
and kings shall rule it by fictitious miracles? Or, in other words, 
whether authority is originally in the people, or whether it has 
descended for 1800 years in a succession of popes and bishops, or 
brought down from heaven by the Holy Ghost in the form of a 
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dove, in a phial of holy oil? (14 Jefferson’s “Writings,” Mem. 
Ed., p. 320.) 


The history of the human race has been largely the 
story of the submission of the many to the arbitrary gov- 
ernment of the few. More than that, the use of the powers 
and privileges of government have been for the benefit of 
the governing classes and not for the advantage of the 
governed. With the dawn of our republic came the crys- 
tallization of a sentiment that the real purpose of or- 
ganized society was the protection of the rights of the 
common masses against the depredations of their more 
powerful neighbors; and surely if this be a prime pur- 
pose of government, there is no safer place for the ulti- 
mate control of the great powers of society than with the 
people themselves. 

We must bear in mind always that it is not the form of 
government that assures to the people of a free country 
the exercise of the powers of government in their interest, 
but it is the sentiments or the principles that influence 
and direct the minds and govern the actions of those in- 
trusted with authority. Whether they will take advantage 
of their positions and use them for their own benefit, that 
of their friends, or that of organized special interest, to 
the neglect of the real interest of the mass of the people 
they have been selected to serve, is determined by these 
sentiments and principles. 

Men by nature are social; they desire to live in close 
proximity to each other; and the onward progress of 
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civilization would have been halted long since if natural 
desire had not continued the close association of men in 
every walk and endeavor of life. 

This close association of human beings cannot exist 
unless there is some power existent to exercise restraint on 
the unbridled passions and desires of men. The wisdom 
of man has long since inaugurated government as a pro- 
tection for society against the untoward acts of its mem- 
bers. The question has never been, Should governments 
exist? but the real problem that has ever confronted so- 
ciety is how the power of government may be exercised 
so as to prevent those vested with authority from using 
it for their own exaltation rather than for the preserva- 
tion and protection of society. 


There is but one way in which this can possibly be done; and 
that is, by such an organism as will furnish the ruled with the 
means of resisting successfully this tendency on the part of the 
rulers to oppression and abuse. Power can only be resisted by 
power,—and tendency by tendency. Those who exercise power 
and those subject to its exercise,—the rulers and the ruled, 
—stand in antagonistic relations to each other. The same constitu- 
tion of our nature which leads rulers to oppress the ruled,—regard- 
less of the object for which the government is ordained,—will, 
with equal strength, lead the ruled to resist, when possessed of the 
means of naming peaceable and effective resistance. (1 Calhoun’s 
Works, p. 12.) 


An appeal from the selfishness and oppression of a 
monarchy or oligarchy must of necessity be an appeal 
to force. An appeal from official abuse in a representa- 
tive democracy where the offending member of the gov- 


Bureaucratic Government 63 


ernment is an executive elected by the people, or the 
selection of a constituency in the legislature, is a vote of 
lack of confidence or repudiation at the next election. 

Where the law of the land has organized boards and 
commissions exercising great power and holding office 
for long terms, grave and lasting injustice may be done to 
thousands of people by partisan, selfish, and corrupt 
office-holders, without any apparent appeal that the or- 
dinary citizen can avail himself of, and often communi- 
ties and whole sections of the country are neglected and 
made to suffer for lack of representation in the bureau- 
cratic governments that have been organized to take the 
place of the constitutional mandates granted by the peo- 
ple. 


The defects of bureaucracy are, indeed, well known. It is a 
form of government which has been tried often enough in the 
world, and it is easy to show that, human nature being what it in 
the long run is, the defects of a bureaucracy must in the long 
run be. 

It is an inevitable defect that bureaucracies will care more for 
routine than for results; or, as Burke puts it, “that they will think 
the substance of business not to be much more important than 
the forms of it.” Their whole education and all the habit of their 
lives make them do so. They are brought young into the particular 
part of the public service to which they are attached; they are 
occupied for years in learning its forms—afterward, for years too, 
in applying these forms to trifling matters. They are, to use the 
phrase of an old writer, “but the tailors of business; they cut 
the clothes, but they do not find the body.” 

Not only does a bureaucracy thus tend to under-government, 
in point of quality; it tends to over-government, in point of quan- 
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tity. The trained official hates the rude, untrained public. He 
thinks that they are stupid, ignorant, reckless—that they cannot 
tell their own interest—that they should have the leave of the 
office before they do anything. (Bagehot on “The English Con- 
stitution.’’) 


It is difficult for the man who does not come in per- 
sonal contact with it himself to realize the great evils 
of bureaucratic government. When it affects his life or 
his affairs he knows that something has happened to him, 
but unless he is well informed in governmental matters, 
he does not know what it is. 

If bureaucracies were captained and controlled by men 
who were always vicious and corrupt, the public would 
soon put their finger on the evil and mend it. But as a rule 
this is not true. The directing forces in these autocratic 
institutions are generally men possessed of honest hearts 
and educated minds. They desire to do right, and they 
also desire to make every one they come in contact with 
do right, from the light of their own viewpoint, rarely 
visualizing the position of the citizen they are operating 
on. When possessed of power they will often attempt to 
use it ruthlessly. Generally there is no appeal from their 
decisions; the plain citizen cannot fight his government 
and must take his punishment with the best grace he can. 

If the men at the head of these bureaus only lived in 
the communities they operate on, and knew all the facts, 
the surrounding circumstances, and the personal char- 
acters of the individuals involved, there would be more 
justice in their decisions; but, as a rule, when informa- 
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tion comes to them it is filtered through interested parties 
and carries the bias of the personal equation. 

By way of illustration, let me recall a happening in a 
governmental bureau at Washington in the midst of the 
great war. The Government decided that it was necessary 
to conserve our coal supply in order that we might help 
our allies. Exercising the war powers of the Government, 
a bureau was organized and an honest, patriotic, and 
reasonably intelligent personnel was put in charge. 

The bureau, among other methods of conservation of 
the coal supply, decided to issue priority orders to those 
persons and industries that, in their opinion, were en- 
titled to first consideration, with the result that those who 
did not secure a priority order received no coal. 

There was a company which was digging sand with a 
steam shovel to supply the casting houses of pig iron 
furnaces. At that time the making of iron was one of the 
prime necessities of war, and any endeavor aiding in the 
manufacture of iron was, of course, entitled to a priority 
order with which to secure the coal for its steam supply. 

While fixing rules governing priority, the chiefs of 
the Coal Conservation Bureau conceived the idea that 
all building except for war purposes could and should be 
suspended during the period of the war, and issued their 
command, refusing priority orders for coal that was to be 
used in the production of building material. 

This order had been promulgated but a short time, 
when the division chief in charge of these matters refused 
the grant of priority orders for coal to the sand company 
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supplying the pig iron furnaces. Immediately the fur- 
naces and the sand company protested that the furnaces 
must be shut down and their iron production stopped if 
the order was not revoked. The division chief admitted 
his ignorance of the fact and renewed the priority per- 
mits. 

All went well for a few months until a new chief came 
to rule over the kingdom of priorities; and not knowing 
what had occurred before his introduction into office, he 
saw “Sand” on the outside of the sand company’s file, 
and at once visualized building material and revoked the 
priority permit. When he was induced to read the papers 
inside the file, and saw that the production of pig iron 
was the purpose sought, he reéstablished the priority 
order. 

One might reasonably expect that after two serious 
mistakes of this kind had been made the misadventure 
would not occur again; but no, before the war was over, 
another head of this division made the same mistake and 
again it had to be corrected. 

After the third stoppage the member of Congress who 
was acting as intermediary between the Coal Conserva- 
tion Bureau and the sand company, realizing that it was 
too much to expect the division chief to read the files in 
his office before acting on them, requested that there be 
written in red ink on the outside of the file of papers, 
“The sand produced by this company is used for the man- 
ufacture of pig iron, and not for the building of houses.” 
After that there was no further trouble. 

All this inconvenience and expense was caused by the 
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lack of an intelligent understanding on the part of an 
honest, well-meaning government official. Mistakes of 
this kind are not unusual; they happen quite often, to the 
harassment of the citizens and the confusion of the 
business of the country. 

The price the American people pay for too much gov- 
ernment at Washington is very great. Not merely the 
taxes they pay to maintain it, but the unnecessary inter- 
ference with the business of the country is enormous. The 
foremost objection, though, to the bureaus established 
at the capital city is not the dollars that it costs, but it is 
the establishment of an autocratic government by the 
bureau chiefs in the heart of a so-called republic. Our 
Constitution contemplates a government of law for the 
people of the United States; a government under which 
every citizen may know the law, and, knowing and obey- 
ing it, may be free to come and go, pursue his business 
affairs, and live his life without any man possessing the 
power to say “yea” or “nay” to him. In other words, a 
government of law is a guarantee of the citizen’s personal 
liberty and protection from the unlawful invasion of the 
home. A government that is based on the opinions or 
conclusions of men where the personal equation is given 
sway, where the power to punish and reward is possessed 
by a mere human being, is autocratic and is subject to 
despotic abuse, whether it rests in the hands of an abso- 
lute monarch or in those of a bureau chief. 

The great powers of the American Government were 
given to the Congress of the United States as a protec- 
tion to the people from oppression in the future like unto 
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that received at the hands of an English king before the 
War of the Revolution. The Congress elected by the peo- 
ple is supposed to be responsive to the people in the pro- 
tection of their rights. It was not contemplated for a 
moment that the Congress would surrender these great 
powers to organized bureaus captained by men appointed 
under executive power. 

The Congress has organized bureaus for the more ef- 
ficient direction of the affairs of government. It has given 
to their rules and regulations the mandate of law, but 
they are advancing in one respect and retrogressing in 
another. They have sacrificed the rights of the citizen on 
the altar of efficient rule. They have torn down a gov- 
ernment of law and set up in its place the command of 
men. 


CHAPTER VII 
LIBERTY AND AUTHORITY 


IN the last chapter I referred to the distinction that must 
be made between government of law and government 
of men. It is the foremost principle on which rests the 
liberty of the citizen, irrespective of the form of govern- 
ment that directs the destiny of his country. 

The one God gave to Moses, on Mount Sinai, ten 
commandments to guide and direct the course of hu- 
man life. Some of the apostles have been trying to im- 
prove on the plan of salvation ever since. There are a 
great many people born into this world who are possessed 
with the idea that they know how the other person should 
live his life far better than he knows himself. Give them 
the right of way and they will try to force the rest of the 
world to conform to their ideas, regardless of the hard- 
ships it may bring to the persons on whom they are ex- 
perimenting. Whenever individuals of these tendencies 
are intrusted with power over the lives and property of 
their fellow-citizens, unless they are restrained by the 
plain letter of the law, disaster to some one is almost 
sure to follow. 

There are many just and honest men who are both 
wise and discreet, but there are far more biased and 
prejudiced men. If only just and honest men were se- 
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lected to hold office the problem of government would be 
far easier to deal with; but experience has long since 
demonstrated that the personal equation cannot be 
trusted to produce good government, and that the only 
safe way for organized society is to formulate into law 
that is applicable to each and all alike the rules and 
regulations which govern our contacts and guarantee our 
protection. When this is done, one and all understand 
it and feel it. If it proves to be unjust and oppressive, it 
stands in evidence before the whole body politic and 
produces an adverse sentiment which insures its repeal. 
But when the governing force comes only from rules 
adopted by a personal government and not a selected one, 
when the deciding equation is a personal one made ap- 
plicable only to a particular case, the individual suf- 
fers, the public is not informed, and the remedy for the 
evil seldom comes until the era for revolt and revolu- 
tion has arrived. 

It must be borne in mind that the issues we are 
discussing involve the equation of the contact of the 
citizen with the government from the inception. From 
the period of the Revolution until this hour two theories 
have been battling for the right of way: on the one hand, 
the “let alone” idea; on the other, the viewpoint of pro- 
tection—individualism arrayed against state socialism; 
the one contending for the free play of social forces, the 
other for their regulation for the benefit of the country. 
The way that approaches the greater freedom to the in- 
dividual can easily be plotted out and its boundaries 
marked by laws enforceable in the courts of the land. 
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But when we enter the domain of regulation, the con- 
tinual changing of the business equation, the hard cases 
that must arise under all laws and sometimes make bad 
laws, become so evident that it is almost necessary to 
establish the control of the bureau in the place of the 
legislature—the determination of the personal equation 
instead of the measure of the legal enactment. 

In the beginning there was little evidence of state so- 
cialism in the contact of the central Government with the 
people of the several States. After the first Adams ad- 
ministration, for more than half a century individualism 
was the political password, and the dominant political 
party prided itself on its recognition of state sovereignty 
and local self-government. In fact, it was not until after 
the dawn of the twentieth century that state socialism be- 
gan to be felt as an effective and permanent part of our 
Federal system, except in so far as a protective customs 
tariff incorporated the principles of state socialism into 
the industrial life of the nation. 

It is safe to say that nothing that can be done by the 
individual should be done by the Government. Of course, 
there are a few exceptions to the rule, as there are to al- 
most every rule, such as the organization by the Federal 
Government of the Post-Office Department to carry the 
mail, which has met with the general approval of the 
people, largely because it is a government monopoly and 
does not come in conflict with or interfere with indi- 
vidual rights. 

The inefficiency and added costs of any governmental 
business when compared with individual endeavor have 
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been demonstrated so conclusively that there is a general 
sentiment against government interference in business 
matters. In fact, the powers of government are so great 
when strictly confined to necessary government action 
that the freedom of the individual is often in danger, 
without enlarging the scope and power of government by 
injecting its political head directly into the business life 
of the nation. 

There are, of course, some cases in which the state or 
local government can enter the domain of state social- 
ism with safety and benefit to the people when there would 
be no justification for interference by the central Govern- 
ment; for instance, the public schools. 

The struggle between liberty and authority goes back 
almost to the beginning of organized society. At first, 
liberty to the common man meant protection against ty- 
rannical power exercised by arbitrary rulers. As time 
moved on, mankind realized that in order to secure an 
orderly conduct of domestic affairs and protection from 
foreign foes it was no longer necessary that rulers should 
exercise arbitrary power, independent of the desires of 
those governed and often in opposition to their interests. 

The progress of education and independence in thought 
and action finally reached the point, in most civilized 
countries, where the governors and lawmakers were the 
selected agents of the people, exercising delegated powers 
that were revocable at pleasure or at fixed periods. It was 
supposed, when the battle was on to secure the right of 
the people to elect their rulers, that the common people 
did not need protection against a government erected by 
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their own sufferance. It was believed that if the govern- 
ing classes were responsible to the people, they would 
have the same interest at heart as that of the people who 
chose them. 

John Stuart Mill, in his “Essay on Liberty,” says: 


But, in political and philosophical theories, as well as in per- 
sons, success discloses faults and infirmities which failure might 
have concealed from observation. The notion, that the people have 
no need to limit their power over themselves, might seem axio- 
matic, when popular government was a thing only dreamed about, 
or read of as having existed at some distant period of the 
past. Neither was that notion necessarily disturbed by such tem- 
porary aberrations as those of the French Revolution, the worst 
of which were the work of an usurping few, and which, in any case, 
belonged, not to the permanent working of popular institutions, 
but to a sudden and convulsive outbreak against monarchical and 
aristocratic despotism. In time, however, a democratic republic 
came to occupy a large portion of the earth’s surface, and made it- 
self felt as one of the most powerful members of the community 
of nations; and elective and responsible government became sub-: 
ject to the observations and criticisms which wait upon a great 
existing fact. It was now perceived that such phrases as “self- 
government,” and “the power of the people over themselves,” 
do not express the true state of the case. The “people” who exercise 
the power, are not always the same people with those over whom it 
is exercised, and the “self-government” spoken of, is not the 
government of each by himself, but of each by all the rest. The will 
of the people, moreover, practically means, the will of the most 
numerous or the most active part of the people; the majority, or 
those who succeed in making themselves accepted as the majority; 
the people, consequently, may desire to oppress a part of their num- 
ber; and precautions are as much needed against this, as against 
any other abuse of power. The limitation, therefore, of the 
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power of government over individuals, loses none of its importance 
when the holders of power are regularly accountable to the com- 
munity, that is, to the strongest party therein. This view of things, 
recommending itself equally to the intelligence of thinkers and 
to the inclination of those important classes in European society 
to whose real or supposed interests democracy is adverse, has had 
no difficulty in establishing itself; and in political speculations 
“the tyranny of the majority” is now generally included among the 
evils against which society requires to be on its guard. 


There is no difficulty in each person’s determining 
what should constitute liberty and where restriction 
should be placed, so far as the individual is concerned. 
The real difficulty is that the practical principle which 
guides most people to their opinions on the regulation of 
human conduct is the feeling in each person’s mind that 
everybody should be required to act as he and those with 
whom he sympathizes would like him to act. Our passions 
and our prejudices are very likely to warp our judgment 
when they come in conflict with the rights and liberties of 
other people. The same writer I have just quoted says: 


The great writers, to whom the world owes what religious 
liberty it possesses, have mostly asserted freedom of conscience 
as an indefeasible right, and denied absolutely that a human 
being is accountable to others for his religious belief. Yet so 
natural to mankind is intolerance in whatever they really care 
about, that religious freedom has hardly anywhere been practically 
realized, except where religious indifference, which dislikes to 
have its peace disturbed by theological quarrels, has added its 
weight to the scale. In the minds of almost all religious persons, 
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even in the most tolerant countries, the duty of toleration is ad- 
mitted with tacit reserves. One person will bear with dissent in 
matters of church government, but not of dogma; another can tol- 
erate everybody, short of a Papist or an Unitarian; another, every- 
one who believes in revealed religion; a few extend their charity 
a little further, but stop at the belief in a God and in a future state. 
Wherever the sentiment of the majority is still genuine and in- 
tense, it is found to have abated little of its claim to be obeyed. 

In England, from the peculiar circumstances of our political 
history, though the yoke of opinion is perhaps heavier, that of 
law is lighter, than in most other countries of Europe; and there 
is considerable jealousy of direct interference, by the legislative 
or the executive power with private conduct; not so much from 
any just regard for the independence of the individual, as from 
the still subsisting habit of looking on the government as rep- 
resenting an opposite interest to the public. The majority have 
not yet learnt to feel the power of the government their power, 
or its opinions their opinions. When they do, individual liberty 
will probably be as much exposed to invasion from the govern- 
ment, as it already is from public opinion. But, as yet, there is 
a considerable amount of feeling ready to be called forth against 
any attempt of the law to control individuals in things in which 
they have not hitherto been accustomed to be controlled by it; and 
this with very little discrimination as to whether the matter is, or is 
not, within the legitimate sphere of legal control; insomuch that 
the feeling, highly salutary on the whole, is perhaps quite as often 
misplaced as well grounded in the particular instances of its ap- 
plication. 


Our great difficulty in protecting personal liberty from 
the encroachments of legislative enactment is that our 
legislators are prone to group themselves along partisan 
lines, or to follow the paths of least resistance by agree- 
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ing with the demands of interested and organized classes 
and clans, without considering the rights involved or 
the things fit to be done by a government. 

Again quoting from the ‘Essay on Liberty”: 


The object of this Essay is to assert one very simple principle, 
as entitled to govern absolutely the dealings of society with the 
individual in the way of compulsion and control, whether the 
means used be physical force in the form of legal penalties, or the 
moral coercion of public opinion. That principle is, that the sole 
end for which mankind are warranted, individually or collec- 
tively in interfering with the liberty of action of any of their num- 
ber, is self-protection. That the only purpose for which power can 
be rightfully exercised over any member of a civilized community, 
against his will, is to prevent harm to others. His own good, either 
physical or moral, is not a sufficient warrant. He cannot rightfully 
be compelled to do or forbear because it will be better for him to 
do so, because it will make him happier, because, in the opinion 
of others, to do so would be wise, or ever right. . . . The only 
part of the conduct of anyone, for which he is amenable to society, 
is that which concerns others. In the part which merely concerns 
himself, his independence is, of right, absolute. Over himself, 
over his own body and mind, the individual is sovereign. 


As Mr. Mill says, it is hardly necessary to say that this 
doctrine is meant to apply only to human beings in the 
maturity of their faculties. That portion of the individ- 
ual’s conduct which relates only to himself and does not 
affect others in their participation in the affairs of life 
cannot rightfully be interfered with by the decrees of so- 
ciety, whether exercised by arousing public opinion or by 
legislative enactment. Where individual liberty as thus 
defined is not respected by the body politic, the citizen is 
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not free, no matter what may be the form of government 
under which he lives. 

Both the very best and the worst impulses of our na- 
tures are continually calling on us, as citizens, as well 
as on the legislature, to impose our opinions as a rule of 
conduct on those who are our neighbors, or who hold al- 
legiance to our flag and country. If this impulse is not 
held in check and kept under restraint, it is more than 
likely to creep into the laws of our country and endanger 
the happiness and destroy the peace of our people. 

Selfish indifference to the needs and wants of others 
is not the ideal contended for; we cannot contend that 
one person must not be concerned about the welfare and 
happiness of another. The horizon of benevolence and 
good fellowship should always be an expanding one, but 
the scourges coming from adverse opinions and desires 
should not be used to destroy the independent action of 
the person involved, whether the impulse to direct and 
control comes from benevolent wishes or the selfish de- 
sires of those who try to shape the conduct of another. 

How often has it occurred in recent years under the 
Government of the United States that, sometimes for 
selfish reasons and sometimes from humanitarian im- 
pulse, the controlling majority or the organized minority 
has secured legislation from the Congress of the United 
States which, without warrant of self-defense or the pro- 
tection of the State, has ruthlessly trampled upon the 
liberty of the individual citizen, regardless of the cost to 
him! 

The reader may have tired of my generalities when 
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looking for concrete statements concerning the drift of 
legislation in the last thirty years; but we cannot judge 
the drift unless we first ascertain where we came from, 
and are in sufficient command of the legislative princi- 
ples to ascertain where we are going. This is my excuse 
for reviewing some of the axiomatic principles of good 
government, so that as we proceed with our investigation 
we may analyze some of the most important legislation 
enacted between the administration of Grover Cleveland 
and that of Calvin Coolidge, and judge it, not on its sur- 
face merits and demerits, but more especially from the 
viewpoint of its conforming to or violating the rules of 
good government which I have referred to in the preced- 
ing pages. 

The true standard of life can only be fixed by princi- 
ple; it represents the sunshine of life that must melt away 
the dark shadows that have encompassed suffering hu- 
manity in the ages that are past, and it must be the guide- 
post for the future to point the way to the high ideals of 
government for the human race, where all men may be 
free and no man oppressed. 

The opiate may allay the pain of the hour, but if per- 
sisted in to excess it destroys the soul and body. So 
it is with the legislation that promises relief in the im- 
mediate present but does so at the cost of freedom and 
liberty to the individual. Immediate surcease from pres- 
ent embarrassment may follow, but in the end, if the great 
principles of organized society are violated, ruin and 
disaster are as sure to follow as the night follows the day. 

The laws that affect the lives of the masses should be 
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only the crystallized common sense and common usage of 
the people. Convention often becomes a useless precedent 
and is abandoned, but when convention smooths the 
paths of men in the lives they live together, stands the 
test of time, and is accepted by all upright people, it may 
safely be written into law with confidence that it will not 
be ultimately repealed, or nullified by common consent. 

When the law is born of selfish desire, fanaticism, or 
racial, class, or religious impulse, its failure is usually 
assured in advance; in the end it must perish or be main- 
tained by force, to the detriment of those who live under 
it and to the injury or repudiation of other laws. 


CHAPTER VIII 
JEFFERSON—HAMILTON—ALIEN-SEDITION ACTS 


WHEN the new republic in America was born, the only 
combination of men that might be classified as a party 
alinement was composed on the one side of those who 
favored and fought for the separation of the colonies of 
America from the control and tyranny of the English 
crown, and on the other side of those who formed the 
combined opposition to the call for independence, and 
who were usually called Tories. 

The principle involved was largely the impulse to 
be loyal to the decrees of the Continental Congress, to the 
army commanded by General Washington, and to the ef- 
fort to sever all political ties that bound them to the Eng- 
lish Government. 

The Declaration of Independence recited certain fun- 
damental truths which all Americans loyal to the cause of 
freedom accepted and believed in; but the Revolutionary 
War had begun before independence was declared, and 
the great Declaration was the notice the Congress served 
on other nations that it had assumed the position of a 
sovereign power. In fact, the United States of America is 
perhaps the only great nation that ever fought and won 
a war without any government worthy of the name. 


The British army under Cornwallis surrendered at 
80 
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Yorktown in 1781, though the final treaty of peace was 
not signed until two years afterward. It was not until 
our present union of States was formed by the ratifica- 
tion of the Constitution and the inauguration of General 
Washington as President of these United States, in 1789, 
that issues arose between the Government and the gov- 
erned which divided the country into political alinements, 
and involved the principles we have been discussing and 
are now to consider as pertinent to the organized Gov- 
ernment to which we hold allegiance. 

It is not my purpose to consider laws enacted by the 
Congress from the technical standpoint of their ability 
to meet the requirements of the Federal Constitution; for 
in the end the constitutional mandate intended to pro- 
tect personal liberty may be adhered to in detail, and yet 
the legislation may fall far short of the spirit of liberty 
reflected by the Constitution and result in serious injury 
to the citizen. 

When the Government was organized and President 
Washington invited Alexander Hamilton and Thomas 
Jefferson to become members of his cabinet, the great is- 
sues that have confronted the country ever since, as to the 
purpose of government, were represented at the cabinet 
table. 

Hamilton, handsome, with his fair complexion, dark 
blue eyes, firm lips, reddish hair, and charming man- 
ners: the issue of the commingling of the blood of a 
Scotch merchant and a Huguenot daughter of France; a 
gallant soldier, serving on the staff of Washington; pos- 
sessed of a good education and a brilliant mind, was a 
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natural leader of men. He soon became the head of the 
first great political (Federalist) party of our country, and 
left his impress on the financial structure of our national 
life to his own glory and the country’s good. He was loyal 
to the cause of the Revolution, and to his commander-in- 
chief, General Washington, both in peace and in war. He 
believed that the source of power should rest in the keep- 
ing of the trained and enlightened men of the nation; he 
did not believe that the common mass of the people were 
capable of self-government. He became the dominant po- 
litical leader of our country for the first twelve years of 
its national life and then rode to his defeat, like the gal- 
lant gentleman he was, because he had misjudged the 
ability of the American people, in mass, to attend to their 
own affairs and conduct the business of their own Gov- 
ernment. There may have been mystery as to his birth, 
but there was none as to the blood that ran in his veins. 
Jefferson, in personal appearance, did not bear the im- 
press of what he was. His unusual height for his slender 
frame, and the looseness of his figure, were a disap- 
pointment to those who visualized the personal character- 
istics of a great man; but his high, broad forehead, 
framed in red hair, his smiling blue eyes, his generous 
mouth, and his kindly face bespoke a man of great in- 
tellect, a generous disposition, and a heart filled with love 
of humanity. His enemies charged that he was a timid 
man. This charge is not compatible with the fact that he 
assumed the responsibility of writing the Declaration of 
Independence and made himself the first target for Brit- 
ish reprisals, or with the fact that it took great moral 
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courage to face the condemnation of the established 
church in Virginia and become the author of a statute 
for religious freedom. 

Jefferson was born an aristocrat and a land-owner. 
He possessed a good education and was among the best 
informed men in America on all subjects, both theoreti- 
cal and practical. His faith in the fundamental truth of 
democracy was always with him; from his boyhood to the 
hour of his death it never wavered and never changed; 
it seemed to be the guiding star of his life. He became the 
foremost exponent of individualism, the protector of the 
liberty of the citizen against the unwarranted encroach- 
ment of unnecessary governmental usurpation. 

Jefferson was a humanitarian ahead of his times, but 
above all else he possessed a vision of free government 
for a liberty-loving people unrivaled by his great Amer- 
ican contemporaries in an age of advanced thought and 
respect for human rights. There has been no man in 
American history who possessed as did he the vision to 
see and the mind to plan the framework for free gov- 
ernment where the rights of the plain man would be pro- 
tected against the selfishness of power and pelf. 

Hamilton was a great leader of men on the political 
battle-fields; he could organize and march his companies, 
regiments, and armies to the polls and in the legislative 
halls. In the encounter he often took his objective, for 
he was a master of strategy in the contests of practical 
politics. Jefferson knew and felt the needs and wants of 
the unorganized mass; he was master of the philosophy of 
common humanity; he could reach the heart of the plain 
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people, and he left his impress on the fabric of our re- 
public as no other statesman has done. Hamilton could 
command the battalions, but Jefferson led the minds of 
men, and in the end became not only the leader but the 
creator of a great political party which held almost unin- 
terrupted sway over the destinies of his country for half 
a century. 

The Washington administration was largely engrossed 
in the problems of the organization, in the establishment 
of a sound financial system, the enactment of suitable tax 
laws to meet the growing needs of the new republic, the 
selection of a permanent site for the national capital, and 
the avoidance of a war in Europe. Although the issues 
involved in the first administration of our country gave 
birth to party alinements and the organization of the Fed- 
eralist and the Republican (Democratic) parties, the real, 
the great cleavage on the purpose of our Government, as 
to whether centralized power at the seat of government 
should direct and control the lives of the people of the 
several States, or whether the people of the States should 
direct the affairs of the Government at Washington, did 
not become acute and was not clearly in evidence until 
after John Adams of Massachusetts was inaugurated the 
second President of the United States. 

The new administration came into power with an. in- 
tense war propaganda engineered against France, in part 
encouraged to injure the political opponents of the Fed- 
eralist party, who were led by Jefferson and who were 
supposed to have sympathetic leanings toward France. 
The powers of the new Government were invoked to pass 
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measures looking to an early European complication. 
Ireland was seething with rebellion against the Eng- 
lish Government, and Irish refugees, fleeing from the 
political evils at home, were pouring into North Ameri- 
can ports and preparing to claim the rights of American 
citizens. This movement was unwelcome in certain sec- 
tions of the country, and the Federalist leaders sought to 
take advantage of what they considered the rising senti- 
ment against it by introducing in the Senate what were 
known as the alien bills. The legislation was aimed, in 
part, at the immigrants coming from Ireland, who had 
been driven to seek homes in the western world by the 
oppression of the English Government. The Declaration 
of Independence, proclaiming that all men had an equal 
right to life and liberty under our Government, beck- 
oned them to our shores. They found the author of the 
Declaration of Independence battling for the freedom 
they sought; they enlisted under his banner and made 
their political alinement with the Republican party. 
The President used his power to drive through the 
Congress a series of laws known as the “‘Alien and Sedi- 
tion Acts” (1798). The alien acts were a limitation on the 
free admission of foreigners to equal rights with Ameri- 
can citizens. It was charged at the time that both France 
and England were sending agents to the United States 
to create sentiment against the National Government and 
to make unjustified attacks on the President. This charge 
was probably not true, so far as the governments were 
concerned, but some individuals said enough to justify 
the charge, and the inflamed condition of public senti- 


86 Drifting Sands of Party Politics 


ment at the time needed no further proof. It was alleged, 
as part of the political propaganda of the times, that these 
immigrant strangers indulged in slander and made false 
charges against the officers of the Government—rather 
a remarkable charge if true, for, no matter what else may 
be said, strangers in a foreign country are generally dis- 
posed to be quiet and well behaved. One of the alien acts 
gave to the President the power to expel these foreigners 
from the country; and another, to prevent them from 
becoming citizens, increased from five to fourteen years 
the period of residence in this country before they could 
qualify for citizenship. 

The whirligig of time produces strange results. It had 
been less than a quarter of a century since the Irish sol- 
dier on the Revolutionary battle-fields had been among 
the foremost in the charge, and was ever ready to give his 
life to carry on for the cause of freedom; but it must be 
borne in mind that the Hamilton-Adams party at that 
time was pro-British in its sympathies. 

Whatever else may be said in defense of the alien acts 
—and it must be admitted that every government may 
place a barrier against foreigners entering its borders— 
the Sedition Act was directed against the people of the 
American States, the same people who had followed and 
suffered with Washington on the battle-field from Lex- 
ington to Yorktown. The act imposed fines and jail sen- 
tences on American citizens that dared to criticize offi- 
cials of the Federal Government in public speeches or 
written publications. The act was so worded as to enable 
the Government to destroy “freedom of speech” in the 
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country and to threaten with jail sentences those who 
dared to express their opposition to its decrees. A num- 
ber of people were arrested; only ten were actually con- 
victed. One member of the House of Representatives was 
put in jail because he asserted in public that President 
Adams had “unbounded thirst for ridiculous pomp, fool- 
ish adulation, and a selfish avarice.” 

Claude G. Bowers, in his charming book entitled “Jef- 
ferson and Hamilton,” says of the alien and sedition 
bills: 


Many thought, when the Alien Bill was introduced, that it 
was aimed at Gallatin, and it was boasted in the coffee-houses of 
New York that it would soon be easy to “ship him off.’”’ Terror- 
ized by the threat of the measure, many harmless Frenchmen, 
including Volney, hastily chartered a ship and sailed away, but 
when a little later some emigrant French royalists came knocking 
at the door they were admitted. Jefferson thought the bill ‘“detest- 
able,” and Madison, ‘‘a monster that will disgrace its parents.” 
Even Hamilton was shocked at the bill introduced in the Senate, 
and he hastened a letter to Pickering urging moderation. “Let us 
not be cruel or violent,” he wrote. 

The purpose of the Sedition Bill was to crush the opposition 
press and silence criticism of the ruling powers. Among the ex- 
treme and dominant Federalists criticism had long been confused 
with sedition, and Fenno had long described attacks on Adminis- 
tration measures as treason. Scurrility in the press was all too 
common, but the worst of the Jeffersonian organs could be matched 
by the Federalists; and no one in 1798 imagined that a Sedition 
Law would ever be evoked against “Porcupine” or Russell. The 
Hamiltonians were moving with such celerity toward repression 
that a Congressman’s circularization of his constituents with com- 
ments on policies and measures was being denounced as seditious,, 
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and Judge Iredell, a narrow partisan, had actually called the 
attention of the Richmond Grand Jury to a letter from Repre- 
sentative Cabell. “Porcupine” had published this letter with abu- 
sive comments as though it were a treasonable correspondence 
with an alien enemy. The next day he published with enthusiastic 
praise a letter that Otis the Federalist had written to a constituent 
in Boston. (pp. 376-7.) 


Intolerance and partisan strife had become the order 
of the day; the party in power had lost its clearness of 
vision. It forgot principle and the right of free speech 
to use its power, when in an effort to secure its continu- 
ance in office it resorted to an appeal to prejudice and 
force rather than recognize the personal rights of the 
citizens. 

Mr. Bowers also recalls in part the debate in the Con- 
gress as follows: 


On the last day of the debate on the Alien Bill, Edward Liv- 
ingston closed for the opposition; and in discussing the constitu- 
tional phase, he anticipated the doctrine of the Kentucky and 
Virginia Resolutions, indicating probable conferences with the 
tall, silent man who was presiding over the Senate. “If we are 
ready to violate the Constitution,” he said, “‘will the people sub- 
mit to our unauthorized acts? Sir, they ought not to submit; they 
would deserve the chains that these measures are forging for them.” 
The effect of such a measure? “The country will swarm with 
informers, spies, delators, and all the odious reptile tribe that 
breed in the sunshine of despotic power. . . . The hours of the 
most unsuspected confidence, the intimacies of friendship, or the 
recesses of domestic retirement, afford no security. The companion 
whom you must trust, the friend in whom you must confide, the do- 
mestic who waits in your chamber, are all tempted to betray 
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your imprudent or unguarded follies; to misrepresent your words; 
to convey them, distorted by calumny, to the secret tribunal where 
jealousy presides—where fear officiates as accuser, and suspicion 
is the only evidence that is heard. . . . Do not let us be told 
that we are to excite a fervor against a foreign aggression to estab- 
lish a tyranny at home; that like the arch traitor we cry ‘Hail, 
Columbia’ at the moment we are betraying her to destruction; 
that we sing, ‘Happy Land,’ when we are plunging it in ruin and 
disgrace; and that we are absurd enough to call ourselves free 
and enlightened while we advocate principles that would have 
disgraced the age of Gothic barbarity.” 


The masterly speech of Livingston was ably seconded 
by the great Gallatin and other Jeffersonian leaders. The 
bills were finally passed by narrow majorities and parti- 
san votes. The issue had been made up; for the first time 
the maladministration of the Congress in enacting laws 
that invaded the right of free thought and free speech 
was to go to the country for ratification or rejection in the 
Presidential election of 1800. 

The enactment of the alien and sedition laws com- 
pleted the fall of the Federalist party and in a few years 
led to its dismemberment. It had defied one of the great 
principles of free government and it was never afterward 
able to recover the lost ground. It had lost the confidence 
of the plain people of the country. 

Thomas Jefferson was elected President of the United 
States, and shortly after he was inaugurated the alien 
and sedition laws were repealed. The right of free speech 
was definitely established on American soil, with, as a 
matter of course, common sense restrictions. 
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The election of Jefferson and the coming into power 
of his party to control the destinies of our Government 
for a half century to come assured the continued recogni- 
tion of the principle of local self-government and the non- 
interference in state affairs by the central Government 
down to the period when the questions that involved our 
country in civil war overshadowed all else. 


CHAPTER IX 


JEFFERSON TO JACKSON—BANK CHARTER—NULLIFI- 
CATION 


THe administration of Jefferson was a crushing defeat 
to those interests which at all times endeavor to wrap 
their coils about a government and its agents, that they 
may find profit for themselves. It is a mistake to believe 
that all those who desire to use the power of a govern- 
ment for their own advantage are personally corrupt and 
dishonest. The school of thought to which they hold alle- 
giance is as old as the ages, and is sincere in its belief 
that those in power are entitled to take advantage of their 
opportunity so long as they do not rob the treasury or 
violate the criminal laws of their country. Alexander 
Hamilton was an honest, brilliant man; the character of 
John Adams was above reproach. Concerning legisla- 
tion enacted to pay our Revolutionary debts and to se- 
cure the organization of the first Bank of the United 
States, the morals and methods of some of their follow- 
ing were ethically lamentable. 

The Jeffersonian party took high ground in opposi- 
tion to the Bank Bill, asserting that it was without con- 
stitutional warrant and repudiated the doctrine of im- 
plied powers as unsafe, if not in direct contravention of 
the national charter. James Madison, than whom none 

gI 
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was better able to measure the scope of the grant of power 
to the Federal Government, speaking for himself and 
representing the liberal followers of Jefferson, said in 
a debate in the House of Representatives: 


The doctrine of implication is always a tender one. The danger 
of it has been felt by other governments. The delicacy was felt in 
the adoption of our own; the danger may also be felt if we do not 
keep close to our chartered authorities. . . . If implications thus 
remote and thus multiplied may be linked together, a chain may 
be formed that will reach every object of legislation, every object 
within the whole compass of political economy. (“Jefferson and 
Hamilton,” p. 76.) 


Legislation may have been necessary to revitalize the 
dismembered financial structure of the country, but it 
fostered a monopoly which in years to come was the fore- 
runner of dishonor and corruption in high places. Jef- 
ferson came into power as the founder and head of our 
present-day democracy, maintaining and advocating these 
ideals in government: (1) that all the people should 
participate in the government instead of a cultured mi- 
nority; (2) that the government should be limited to the 
fewest possible laws and the smallest taxes; (3) that the 
sources of power should come from the States and not 
originate with the Federal Government. He was firmly 
imbued with the principle that the people were able to 
regulate their own lives and business affairs without ad- 
vice or command coming from the Government. He won 
the battle then, but more than that; his followers, as- 
serting the doctrine he battled for, again and again, dec- 
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ade after decade, were returned to power, and the princi- 
ples he espoused are to this day kept alive in the hearts 
of the American people. 

The course of history ran smoothly for many years 
without showing legislative involvements, at least of the 
major degree. The Louisiana Purchase of 1800, the Lewis 
and Clark expedition through the Northwest to Oregon, 
and Fulton’s invention of the steamboat came in Jeffer- 
son’s time. 

The election of James Madison as President of the 
United States was a confirmation of the theories of gov- 
ernment approved by the democratic hosts. The war with 
England, its causes, disasters, victories, and conclusions, 
was the absorbing feature of the Madison administration ; 
and James Monroe’s overwhelming election showed that 
the country as a whole wished for the continuation of the 
politics of the two former administrations. This adminis- 
tration has to its credit the purchase of Florida from 
Spain, and the announcement of the famous Monroe Doc- 
trine, defining our position in regard to further encroach- 
ments by European powers on American soil. 

The selection of John Quincy Adams by the House of 
Representatives, after the election had failed of result in 
the Electoral College, cannot be fairly counted as a re- 
action against the Jeffersonian principles which were the 
sustaining grace of the three preceding administrations. 
The political alinement was uncertain and the Govern- 
ment drifted for four years until a very decided popular 
majority reaffirmed democratic principles in the election 
of General Andrew Jackson as President. 
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The party of Thomas Jefferson and his immediate suc- 
cessors in office was called the Republican party, dis- 
tinguishing it from its political rivals, first the Federal- 
ist party, and later on the Whig Party; but from the be- 
ginning the battle-cry around the Jeffersonian political 
camp-fires was the “‘cause of democracy.” The politician, 
naturally responding to public sentiment, rechristened the 
party of the people and gave it the name Republican- 
Democratic party. When Andrew Jackson, proclaiming 
the battle-cry of the ‘‘sovereignty of the people,’ came into 
power the affix “Republican” was dropped and the party 
of Jefferson and Jackson thereafter became known to 
history as the Democratic party. 

With Andrew Jackson came a distinct change in gov- 
ernment, not in its forms and procedure, not in the aban- 
donment of principle but rather in the neglect of some of 
those principles which Jefferson considered essential in 
the administration of the affairs of free government. The 
Government became less the government of law it had 
been in the immediate past, and more the autocratic rule 
of a man who exercised the great powers conferred upon 
the President by the Constitution of the United States 
for the preservation of the Union and the protection of 
the country against the encroachments of a moneyed aris- 
tocracy. The repeal of the United States Bank charter, 
the expulsion of the Indians from Georgia, the inaugura- 
tion of the policy that to the victor belonged the “spoils 
of office,” the repeal of the ‘Tariff of Abominations” and 
the enactment of a customs tariff that was somewhat a re- 
vision downward, the forceful position in suppressing the 
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nullification policy of the State of South Carolina, were 
the reflected force of an honest soldier who believed in 
popular sovereignty, and who also believed he knew best 
how to exercise it in the interest of the people. 

When President Jackson retired from the White House 
he left a united Democratic party seemingly intrenched in 
power, and he left a new order of things in our national 
life. A new period had come into the life of our country; 
a period whose end would not come with the furling of 
the battle-flags at Appomattox Court-House, and not un- 
til the era of the reconstruction days in the Southern 
States was passed and forgotten. 

James Parton has painted a word portrait of Andrew 
Jackson in which he says: 


“Autocrat as he was, Andrew Jackson loved the people, the com- 
mon people, the sons and daughters of toil, as truly as they loved 
him, and he believed in them as they believed in him. He was in 
accord with his generation. He had a clear perception that the 
toiling millions are not a class in the community. He knew and 
felt that government should exist only for the benefit of the gov- 
erned; that the strong are strong only that they may aid the weak; 
that the rich are rightfully rich only that they may so combine 
and direct the labors of the poor as to make labor more profitable 
to the laborer. He did not comprehend these truths as they are 
demonstrated by Jefferson and Spencer, but he had an intuitive 
and instinctive perception of them. And in his most autocratic mo- 
ments he really thought that he was fighting the battle of the peo- 
ple and doing their will while baffling the purposes of their repre- 
sentatives. If he had been a man of knowledge as well as force, 
he would have taken the part of the people more effectually, and 
left to his successors an increased power of doing good, instead of 
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better facilities for doing harm. He appears always to have meant 
well. But his ignorance of law, history, politics, science, of every- 
thing which he who governs a country ought to know, was extreme. 
He was imprisoned in his ignorance, and sometimes raged around 
his little, dim inclosure like a tiger in his den. 

The calamity of the United States has been this: The educated 
class have not been able to accept the truths of the democratic 
creed. They have followed the narrow, conservative, respectable 
Hamilton—not the large, liberal, progressive Jefferson. But the 
people have instinctively held fast to the Jeffersonian sentiments. 
Hence, in this country, until very recently, the men of books have 
had little influence upon public affairs. To this most lamentable 
divorce between the people and those who ought to have been 
worthy to lead them, and who would have led them if they had 
been worthy, we are to attribute the elevation to the presidency of 
a man whose ignorance, whose good intentions, and whose pas- 
sions combined to render him, of all conceivable human beings, 
the most unfit for the office. But those who concur in the opinion 
that the administration of Andrew Jackson did more harm than 
good to the country—the harm being permanent, the good evanes- 
cent—should never for a moment forget that it was the people of 
the United States who elected him to the presidency. (“The His- 
torians’ History of the World,” Vol. 23, pp. 352-3.) 


The great issues of President Jackson’s administration 
were the repeal of the charter of the Bank of the United 
States and the nullification of the customs tariff statutes 
on the part of the State of South Carolina. The issues in- 
volved, although behind each lay great principles of 
state, were, as they came to Jackson and his advisers, 
questions of public policy and political expediency rather 
than of the principles involved. That Jackson decided the 
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questions rightly has been demonstrated by the approval 
of the country at that time and in the decades that have 
since elapsed. 

Constitutional questions involved had been settled fa- 
vorably, so far as the Bank Act was concerned, by the 
Supreme Court of the United States more than ten years 
before. In the case of McCullough vs. the State of Mary- 
land, Chief Justice Marshall rendered the opinion of the 
court, in which in part he said: 


We admit, as all must admit, that the powers of government are 
limited, and that its limits are not to be transcended. But we think 
the sound construction of the constitution must allow the national 
legislature that discretion, whether responsible to the means by 
which the powers it confers are carried into execution, which will 
enable that body to perform the high duties consigned to it, in the 
manner most beneficial to the people. Let the end be legitimate, let 
it be within the scope of the constitution, and all means which are 
appropriate, which are plainly adapted to the end, which will not 
prohibit, but are consistent with the letter and spirit of the con- 
stitution are constitutional. 


The questions involved in the problem of how far the 
specific grants of power in the Constitution carried with 
them the implied power authorizing the Congress to 
legislate in regard to the subjects not named have been 
ably discussed by many of our former statesmen, but 
none has ever analyzed the matter so forcefully as did 
John Marshall. Madame Roland exclaimed, “O Liberty! 
Liberty! how many crimes are committed in thy name!” 
The same exclamation may be made in regard to this 
great decision of our highest court. 


98 Drifting Sands of Party Politics 


No man can controvert the reason of the decision. 
There must be implied as well as specific powers vested 
in the Congress. But the fact that the Congress possessed 
the power to act does not justify the action in many in- 
stances, especially where the lives and homes of the citi- 
zens have been invaded on the assumption that the Fed- 
eral Government is better able to conduct the affairs of 
the people than the people are themselves. 

The second United States Bank had been chartered in 
the year 1816. The decision of Marshall was rendered in 
the year 1819. The bank sought to have its charter re- 
newed in the Jackson administration. The Congress 
passed a bill renewing the charter and the President in- 
terposed his veto (July, 1832). 

The finances of a nation are of the utmost importance 
to its existence, and the bank was organized on the hy- 
pothesis that it was needed to promote the credit of the 
Government. This may have been true at the time of its 
organization in the bad financial years following the sec- 
ond war with England, but it could hardly have been true 
in the days of Jackson, when a large surplus in the 
Treasury was disposed of by dividing it among the States. 

The United States Bank was authorized to issue bank- 
notes as money. A clause in the Constitution of the United 
States proclaiming the powers vested in the Congress 
provides that it should have authority “to coin money, 
regulating the value thereof, and of foreign coin.” Be- 
yond a doubt, this clause sought to establish a uniform 
system of metal money for the United States, that the 
people of the States might more readily conduct their 


Jefferson to Jackson—Bank Charter 99 


business across state lines, just as the Congress was given 
the power, for the same purpose, “‘to fix the standards of 
weights and measures,” “to regulate commerce with for- 
eign nations and among the several states and with the 
Indian tribes,” and “to establish post-offices and post- 
roads.”’ All these were intended to cement the far-flung 
elements of the republic together and to encourage their 
doing business with each other. If such may be construed 
as one of the purposes intended in the grant to the Federal 
Government “‘to coin money,” it may not be a strained 
construction to imply the rightful power in the Congress 
to organize the machinery for the issuance, directly or 
indirectly, of a uniform circulating medium of exchange 
that is not coined. 

When a hardly fought and hotly contested political 
issue has had the right of way to the attention of the 
public for a number of years, we cannot, in searching for 
the moving cause of the conflict and assessing the facts in 
the case, always rely merely on the contemporaneous rea- 
sons given by the actors on either side. We must remember 
that politicians as well as business men desire to obscure, 
at times, their real purpose and are not willing to disclose 
it in their arguments. 

The real objective that President Jackson probably had 
was to destroy a dangerous political machine and an ag- 
gressive business monopoly. The bank in its way had 
undoubtedly served a useful purpose in its time, but it 
was fast mastering the control of the bank credits of the 
country, granting favors to its friends, indirectly encour- 
aging dangerous speculations, undoubtedly using its pow- 
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ers to build up political organizations which in places 
were corrupt, and in its contact with the Government 
was guilty of conduct that was unethical, to say the 
least. The employment of members of Congress as its 
agents and attorneys was resented by an unbiased pub- 
lic opinion, and the plain business man desired to carry 
on his own daily affairs without leave from, or fear of, 
a banking monopoly. 

The South Carolina issue of nullification was about 
the Customs Tariff Law enacted in the time of John 
Quincy Adams (1828), as modified and amended by the 
Compromise Act (1832), which did not abandon the pro- 
tective system but attempted to mollify its opponents by 
making some reduction. There was no direct constitu- 
tional question involved, for no man could doubt the 
right of the Federal Government to pass an act to raise 
revenue for its Treasury, even though it was through a 
“Tariff of Abominations,” as it was called. The in- 
flamed discussion of the times placed the issue on the 
sovereign status of the States with defiance of the national 
authority as the method used, rather than on the de- 
nouncement of the graft and greed lying behind the en- 
actment of law that was perverting a necessary power of 
the central Government to levy taxes. The selfish pur- 
pose to destroy competition and unduly increase commod- 
ity prices to the consumers of the country, on the part of 
those whose interests were subserved, was lost sight of. 
The legislature of South Carolina called a state conven- 
tion to meet at Columbia to consider the issue. The con- 
vention passed an ordinance declaring 
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that the several acts, and parts of acts, purporting to be laws for the 
imposing of duties on importation are unauthorized by the consti- 
tution of the United States, and violate the true intent and meaning 
thereof, and are null and void, and no law, nor binding upon the 
state of South Carolina, its officers and citizens; and that it shall 
be the duty of the legislature to adopt such measures and pass such’ 
acts as may be necessary to give full effect to this ordinance, and 
to prevent the enforcement and arrest the operation of said acts, 
and parts of acts, of the Congress of the United States within the 
limits of the state. 


So far the ordinance was in conformity with the senti- 
ment expressed in the Kentucky resolutions and those 
passed in Massachusetts and Connecticut at the time of 
the last war with England. The States in the early days 
of the republic did not hesitate to pass resolutions, and 
sometimes laws, in protest against measures of the Fed- 
eral Government; but South Carolina was not content to 
stop there, and in the concluding part of the ordinance of 
nullification declared: 


We, the people of South Carolina do further declare that we 
will not submit to the application of force, on the part of the fed- 
eral government, to reduce this state to obedience, but that we will 
consider the passage by Congress of any act to enforce the acts 
hereby declared to be null and void, otherwise than through the 
civil tribunals of the country, as inconsistent with the longer con- 
tinuance of South Carolina in the Union; and that the people of 
this state will forthwith proceed to organize a separate government. 


The immediate issue was the acceptance of a customs 
tariff law by the people of a State; but the fate of a civili- 
zation rested upon it. Behind it stood the shadow of slav- 
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ery and the animosities that ultimately led to war be- 
tween the States, with final settlement on the battle-field 
of the question whether or not a State had the right to 
leave the Union and set up an independent government. 

South Carolina was firm and insistent; the President 
maintained his position, and in the main the country ap- 
proved. Finally, Henry Clay proposed as a compromise 
the repeal of the offensive tariff duties by the enactment 
of less offensive ones in their place. It was a revision of 
the tariff downward, but the principle of protection re- 
mained in the law. It saved the face of South Carolina; 
the State accepted the compromise; and peace reigned in 
the Union for the time being. 


CHAPTER X 
LEGISLATIVE DRIFT FROM JACKSON TO CLEVELAND 


THE tides in the affairs of men and governments some- 
times overwhelm them; oftentimes they change the flow 
of sentiment and the direction of government as well as 
of human life. These tides are not always caused by the 
battle of intellectual forces, or by the strife of the animal 
urge on the field of carnage. They may come sometimes, 
and often do, from drought, flood, and the convulsions of 
nature. 

No man can doubt that when the ice melted at the end 
of the last glacial age and raised the ocean level to a 
height which allowed it to flow over the passes in the hills 
that are now called the Straits of Gibraltar, and sub- 
merge the towns and cities that we now find buried in the 
waters of the Mediterranean Sea, the civilization of the 
human race and the destiny of man was changed thereby. 

The centralization of government at Washington that 
has increased from decade to decade since the organiza- 
tion of the republic has not been caused only by the un- 
toward desire of the governing class of the nation to 
grasp and exercise power, nor has it been caused only 
by certain interests that desired through a stronger cen- 
tral power in government to exploit the country to their 
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has actually expanded in area and distance since the 
days of our Revolutionary fathers, growing from a coun- 
try bounded on the west by the Mississippi River to a 
nation whose boundaries are the two great oceans, the real 
boundary to human endeavor and man’s power has been 
time, not distance; the real limitation has been the abil- 
ity to transfer information and transport merchandise. 

At the period of the Revolution the time taken to con- 
vey information or to transport persons or property was 
practically the same. To travel from New York to the 
mouth of the Ohio River would take weeks of time, en- 
compassed by danger and hardship. To-day the last quo- 
tation on the stock exchange in New York is flashed to 
San Francisco in the twinkling of an eye, and flying ma- 
chines carry passengers and freight from ocean to ocean 
between the rising and setting of one day’s sun. 

What I have just said may have nothing to do with 
the subject we are discussing, the drift of government, 
but I divert from the general subject to recall particular 
happenings which took place in this period of our his- 
tory and in the end wrapped themselves about the legisla- 
tive machine. 

When John Quincy Adams was President the Erie 
Canal was finished, providing water transportation from 
the Great Lakes to the Hudson River. During the time 
that Andrew Jackson occupied the White House the first 
railways were built and operated in this country—the be- 
ginning of a revolution in transportation facilities that 
has been far-reaching in its consequences. When Martin 
Van Buren succeeded General Jackson as our chief ex- 
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ecutive the political policies of his former chief were 
continued. His administration witnessed the arrival of 
ocean steamships on the high seas. In 1841 General Har- 
rison succeeded Van Buren as President, but died in a 
few months. The Vice-President, John Tyler, became 
President and signed the bill passed by the Congress au- 
thorizing and making appropriations for the building of 
the first telegraph line, which was erected between Wash- 
ington and Baltimore, Maryland. Only forty-odd miles 
of wire were used, but when the Morse telegraph code 
carried the first message in a flash of electricity, a new 
power came into being to control the destiny of the hu- 
man race. All these happenings took place in a period of 
less than twenty years (1825-1845). 

It may be that education in arts, logic, and literature 
has not advanced beyond the high ideals it attained in 
Greece in the days of Pericles. Humanity may have been 
nearer the true goal of freedom of thought and freedom 
of action in Athens, in the fifth century before the Chris- 
tian era, than it has ever been in the western world, but 
there can be no doubt that since the dawn of the nine- 
teenth century a new light of science and invention has 
broadened the paths of men, at the same time eliminating 
the old standards of time and distance, tying the whole 
world as well as our separate States more closely to- 
gether. 

It may not be a strange coincidence that at the very 
dawning of the great issues of state sovereignty and 
secession that were coming to tear our country to pieces, 
to inflame the passions and prejudices of the North and 
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of the South, to enthrone hate in the seats of power and 
trample reason and justice in the mire and blood of the 
battle-field of a civil war, science and discovery were 
making bounteous gifts to the human race which in the 
end would bring the people of the separate States nearer 
together both in sentiment and in commerce than they 
dreamed of being at the beginning of our Government. 

Indeed, it may be doubted, if the naval vessels of the 
United States had been limited to sailing ships instead 
of ocean steamers, whether the sailors of the North could 
have successfully blockaded the ports of the South; or, if 
the transportation of troops and military supples had 
not been aided by the use of the railroads and telegraph 
lines, whether the invading armies of the North could 
have obtained victories of a sufficiently definite character 
to have held the Union together. 

The query is, Could a free government have held to- 
gether from Maine to California through the past century 
if steam and electricity had not eliminated most of the 
problems involved in time and distance? The negative 
being true, there must of necessity be changed conditions 
in the relation of the people to their Government from 
those which existed in the days of Jefferson and Jackson. 
If principle be true and truth cannot change, if principle 
be right and the right must stand steadfast, then we must 
look to the change in conditions in applying the princi- 
ple rather than to a change in the principle within itself. 

With President Tyler came the annexation of Texas; 
and when James K. Polk of Tennessee was elected Pres- 
ident, war clouds were already on the horizon. Mexico 
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had all along declared that the annexation of Texas by 
the United States would be an act of hostility. 

The Mexican War was popular in our country. It was 
a war of conquest without great loss of men or treasure 
and brought to the United States a vast territory, rich in 
soil, climate, and mineral resources, but it decided no 
issues of principle and left the sectional discord of the 
past only the more acute in the end. 

From the close of the war with Mexico to the end of the 
war between the States we may as well declare a hiatus 
so far as our discussion of principle as the guide and com- 
pass of government is concerned; not that there were no 
great principles of government involved; not that issues 
most dear to the heart of man were not at stake; not that 
these principles and these issues were not sounded in the 
fiery rhetoric of the day, from the rising to the setting of 
the sun. More than that, this period—from the coming of 
Millard Fillmore to the White House, in 1850, until after 
the inauguration of Ulysses S. Grant, a period of twenty 
years—was productive of many of the greatest soldiers, 
the most polished orators, and the ablest statesmen that 
have ever come upon the stage of American life. In the 
life and character of Abraham Lincoln it gave to America 
a truly great man, than whom none has been greater in the 
history of our country, unless it be the immortal Wash- 
ington, who immolated himself on the altar of his coun- 
try that the people he loved and served might be free. 

We are seeking in the history of the past for the truths 
that may guide our footsteps in the future, and in this 
period of the stormy fifties and the bloody sixties we so 
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often find the good interwoven with the bad, the true and 
the false regimented together, the appeals to conflicting 
principles to sustain wavering causes, that it is practi- 
cally impossible to thresh the wheat from the chaff, to 
strip from the image of the right the mantle of hypocrisy 
and shame. We cannot find our standards for good gov- 
ernment, our examples for local self-government, our 
genesis for personal liberty in a day and a time when 
passion and prejudice swayed the courts of justice, walked 
roughshod in the legislative halls, and died on the battle- 
fields of a stricken land. 

The awful cost of civil war settled at least two great 
problems which the compromises of the original drafters 
of our Constitution had avoided and left to the arbitra- 
ment of force for settlement rather than the determination 
of right by reason. When the war between the States was 
ended, it was decreed for all time to come that human 
slavery would never again be permitted in the United 
States, and that our Union of States was a perpetual and 
lasting one; that no State, having once become a member 
of the Federal Union, could sever its allegiance to our 
common country and withdraw of its own will. 

There was a time during the storm of debate that en- 
compassed the war of the sixties when it was difficult to 
find the distinction drawn between the claim of the right 
of the State to withdraw from the Union and the im- 
portance of the States’ retaining the maximum of local 
self-government that was not inconsistent with the com- 
plete exercise of the great powers that the States had dele- 
gated to the central Government. The passions of the 
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war had been so intense that for a while an insistence on 
the importance of local self-government appeared to be 
disloyalty to the Union to those who opposed the secession. 
of the Southern States; and to those who defended the 
right of secession, any claim or exercise of authority by 
the Federal Government was proclaimed to be a trampling 
on the rights of the States. On the one side loyalty to a 
cause which was dead, and on the other side loyalty to 
a cause which was triumphant, for at least three decades 
after the hostilities ceased, prevented the politicians of 
our country from differentiating the principle of local 
self-government from the lost cause of secession by con- 
fusing the whole subject matter under the general cry of 
States’ rights.” 

It may be said now that time, the great physician of 
most all man’s ills, has healed the scars of the fratricidal 
conflict, and the uniting of the boys of the North with 
the sons of the South in defense of our flag on the battle- 
fields of two foreign wars has buried the prejudices of the 
past and united our country as it was never united before. 
To-day when the issue of local self-government becomes 
the political issue of the hour we no longer find it a parti- 
san one; and are more likely to find the representative 
men of the North and East the champions of the cause of 
maintaining the integrity of the state governments than 
the men coming from the South and West. 

But it was not the war between the States, as bad as 
it was, that was the great disaster of our national life. 
The dark cloud that almost overwhelmed us, that invaded 
every principle of good government and right living, was 
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the reconstruction period (1865-1876) of the Southern 
States, when the partisan politician fed his thirst for 
political reprisals on the homes and lives of a prostrate 
people. 

It did not represent the true sentiment of the victors, 
for General Grant was applauded when he asked General 
Lee to keep his sword; and the great Lincoln, who alone 
could have stemmed the political tides, before his death 
had already indicated his intention and desire to lead 
the Southern States back to their place in the Union. ‘“‘For 
no man of his times could so wisely and so powerfully, or 
would so earnestly have applied himself to the compas- 
sionate task of binding together the broken ligaments of 
national brotherhood and infusing through the body poli- 
tic once more the spirit of common harmony and con- 
tent.”” (Schouler’s “History of the United States.’’) 

The reconstruction period of the South destroyed in- 
telligent and constructive government in the seceding 
States. It destroyed the opportunity for business growth 
and industrial development; it ruined credit and put the 
lives and property of the people in jeopardy. But by far 
the greatest injury was to future generations, in that it 
warped the fairest ideals of free government and im- 
planted ideas of government conducted by force rather 
than by reason. 

The administrations of President Johnson and Presi- 
dent Grant were filled with reconstruction legislation, 
both in the South and North, the aftermath of the Civil 
War. With them came the laying of the Atlantic cable and 
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the building of the Pacific Railroad, further steps toward 
centralizing our domestic business and extending our for- 
eign commerce. 

In the political battle for the Presidency in the fall of 
1876 the American people had tired of the reconstruc- 
tion issues, and the country was still suffering from the 
financial panic of 1873. The morning after the election 
the Republican papers of the North conceded the victory 
to Samuel J. Tilden of New York; but after a dangerous 
and doubtful contest, Rutherford B. Hayes of Ohio was 
declared elected. His administration was lacking in force. 
The country resumed specie payments in the redemption 
of our paper money, and Federal troops were removed 
from the Southern States. The era of the Civil War and 
the days of reconstruction had passed into history, though 
some of the bitter aftermath was to remain as a liability 
to the country until the period of the Spanish War. 

At the Republican national convention which met at 
Chicago in June, 1880, the forces of Ulysses S. Grant and 
James G. Blaine created a deadlock, until finally Gen- 
eral Grant was denied the nomination for a third term 
and James A. Garfield was nominated and afterward 
elected. Shortly after his inauguration he was assassi- 
nated and the Vice-President, Chester A. Arthur, became 
President and served out a colorless though satisfactory 
administration to the country, without any grave issues 
involving human rights taking a prominent place on the 
stage of public life. 

The Presidential election in the fall of 1884 brought 
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to the White House Grover Cleveland of New York, the 
first Democrat to be elected after the war between the 
States. The change was accomplished through the defeat 
of James G. Blaine, the great Republican leader. The 
hands of Cleveland were tied so far as party action was 
concerned; at no time during his first administration was. 
his party in control of a majority in the two houses of 
Congress. The cardinal features of this administration 
concern us. They laid the predicate for future legislative 
issues which went to the vital principles of government 
in the years to come. The civil service was reformed by a 
bill establishing the classified service for the first time 
since Jackson’s time. This bill has ever since remained the 
backbone of our statutes governing the classified service 
of civilian employees in the Government. 

‘Cleveland had been elected as an advocate of tariff 
reform, but little was done until he sent a message to the 
Congress in December, 1887, in which he once more com- 
mitted the Democratic party to its time-honored policy of 
tariff reform, advocating a downward revision of the 
existing laws. 

The Ways and Means Committee of the House of Rep- 
resentatives, of which Roger Q. Mills of Texas was 
chairman, reported a bill in April, 1888, reducing ad 
valorem customs duties very materially. The bill passed 
the House but was defeated in the Senate. Thus the tariff 
question became the great issue in the campaign of 1888, 
when Cleveland was to lose to Benjamin Harrison of 
Indiana, and after four years to come back as his party’s 
candidate and, in the Presidential election of 1892, de- 


Legislative Drift ae 


feat President Harrison on the same issue of reform in the 
customs tariff. 

There was another legislative milestone placed in the 
first Cleveland administration; no man at the time had 
the vision to see where and how far it would reach or to 
what extent it would lead the Federal power of legislative 
control into the affairs of the separate States. The Con- 
gress in 1887 passed an act regulating interstate com- 
merce, which forbade discrimination in rates, prohibited 
the “pooling” of rates or the dividing of earnings by com- 
peting lines of railroads, and established the Interstate 
Commerce Commission. 

When Benjamin Harrison became President the Re- 
publicans took advantage of the control of both houses of 
the Congress to revise the customs tariff rates under the 
leadership of William McKinley as chairman of the 
Ways and Means Committee of the House. The bill be- 
came a law on the first day of October, 1890. It made 
some radical changes in the rates of duty, but on the whole 
was a revision upward and did not receive the approval 
of the country in the next general election. 

The Silver Purchase Bill, afterward known as the 
Sherman law, was a product of this administration to 
bear political fruit at a later time; and the definite re- 
striction placed by Congress on foreign immigration was 
a bill fathered by Mr. Geary of California prohibiting 
the coming of Chinese immigrants into the United States. 


CHAPTER XI 


POLITICAL ISSUES—-HARRISON—-CLEVELAND— 
MCKINLEY 


GROVER CLEVELAND was the only President who as an 
occupant of the White House met defeat and then at the 
end of four years was elected President over the man who 
defeated him. The reduction of the tariff was the bone 
of contention both when he lost and when he won. 

When Cleveland was elected in 1892 the Congress in 
both houses elected at the same time was of his party 
faith. For the first time since Lincoln was inaugurated the 
Democratic party was in control of both the legislative 
and the executive branches of the Government. 

There had come to the country a surcease from political 
strife and partisan hatred. After the turmoil and bitter- 
ness of half a century had passed away, an era of good 
feeling was prevalent everywhere. But the Democratic 
party of Cleveland’s time was not the Democratic party of 
the dangerous fifties; the issues of that generation were 
past and gone. State sovereignty was no longer contended 
for, and the new issues, where foreign problems were 
not involved, were largely economical and financial. The 
Democratic party still insisted on the rights of the indi- 
vidual; the Republican party proclaimed its allegiance 


to a protective tariff and government aid to industry. 
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The dark cloud of business depression was already 
on the horizon when Cleveland was inaugurated on the 
fourth of March, 1893. It was only a few months later 
when bank failures in the country brought the shock of 
financial disaster to business throughout the land. It was 
a most unfortunate home-coming for the old party in its 
new clothes. The admission of Hawaii to the Federal 
Union was a political issue of the day; however, it was 
not consummated until the McKinley administration. The 
President’s message in December, 1895, relating to the 
disputed boundaries between British Guiana and Vene- 
zuela startled the country, but its ultimate peaceful settle- 
ment renewed and strengthened the time-honored position 
of the United States as announced by the famous mes- 
sage of President Monroe. The industrial disturbances 
growing out of panic conditions were alarming, but the 
President’s firm position carried the country over the 
breakers without serious disaster. 

The foremost problem in this administration was the 
one foreshadowed in the campaign—a reduction of the 
customs tariff duties. In 1894 the Democratic members of 
the House Committee on Ways and Means, under the 
leadership of William L. Wilson of West Virginia, re- 
ported a tariff bill which was ultimately enacted into law 
known as the Wilson bill. It reduced to a large extent ex- 
isting taxes on imports, and met with the approval of the 
President. The Senate, however, changed the bill very 
materially, raising the rates and modifying the method 
of levying them. After a titanic struggle between the two 
houses in conference, in the main the Senate bill was 
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finally accepted. President Cleveland refused to sign the 
bill, but allowed it to become the law without his signa- 
ture. 

The placing of wool on the free list was the change 
of most importance in the new bill. The division in the 
party ranks over the differences raised between the two 
houses destroyed the morale of the tariff reform senti- 
ment in the country and resulted in party disaster rather 
than party benefit. 

The second problem of grave and lasting importance 
that came to the front in this administration was due 
largely to the financial distress in which the country 
found itself, growing out of the business panic through 
which it was passing. The financia! leaders of the coun- 
try demanded monetary reform; indeed, it was badly 
needed. A counter-demand came from the country for the 
unlimited coinage of silver at a ratio of sixteen to one 
with gold, regardless of the fact that the intrinsic value 
of silver did not sustain that ratio. The West mined sil- 
ver, and at that time the Southern States were accustomed 
to the use of the silver dollar. The East stood for a sin- 
gle gold standard, fearing a depreciation of the purchas- 
ing power of the dollar with which their debts would be 
paid if the program for the unlimited coinage of silver 
was agreed to by the Government. 

On this issue William McKinley of Ohio defeated Wil- 
liam J. Bryan of Nebraska and brought the Republican 
party back into power, with the absolute control of both 
houses of Congress. 

The first work of the new administration was to re- 
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peal the so-called Wilson Tariff Bill by the enactment of 
a new law that has since been known as the Dingley bill, 
which raised the customs duties on imported goods back 
to the standards of the old McKinley bill, and in many 
instances made them higher. The restoration of the tax on 
wool and certain other raw material that the Wilson bill 
had put on the free list was the prominent feature of the 
new legislation. In the meantime, the tension between the 
United States and Spain, which had been growing year 
by year, became acute, due to the revolution in Cuba. 
Finally, a declaration of war against Spain was made in 
April, 1898. 

In the days before the McKinley administration we 
regarded ourselves as an important factor among the na- 
tions of the world, and we were. At that time the great 
nations dominating the world affairs did not visualize the 
potential strength that lay behind the American repub- 
lic. 

So far as our people at home were concerned, they pos- 
sessed real state rights. The affairs of government that 
most nearly entered into the home lives of American citi- 
zens were dominated and controlled by the governments 
of the several States. It is true that in some places the 
border line had been crossed, but except in the realm of 
taxation and violation of revenue laws, the citizen hardly 
realized that the Federal Government affected his life 
and his business affairs in the time of peace. 

There was a complete turning of the tide when we 
entered the McKinley administration. We became in- 
volved in the Spanish War. It was a contest of short du- 
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ration and small cost, but of enormous consequences in 
the involvements that followed it. After a victorious war 
the victor cried for the spoils of battle. Had it not been 
for the unfortunate Teller amendment, inserted in the 
declaration of war by the United States Senate, ‘that the 
people of Cuba were and of a right, free and independ- 
ent,” when the war was over, we probably would have 
made Cuba a part of the United States and allowed the 
Philippine Islands to return to Spanish control. But our 
committals in the declaration of war were such that they 
barred the way to the exercise of sovereignty by us in 
Cuba. The natural result was that we absorbed Porto 
Rico and annexed the Philippine Islands as a colonial 
possession. The annexation, besides compelling us to 
maintain a great navy and an army of occupation, 
brought to us all the problems that grew out of the gov- 
ernment of an alien people. Thus we have become per- 
manently identified with the complex international ques- 
tions of the Orient. 

The door of the republic we had inherited from our 
fathers was closed and the gateway to international am- 
bitions and centralized government had been opened. It 
was just the beginning—the dawning of a new era in the 
government of our country. 

I have drawn the contrast between the closing days of 
the Cleveland administration and the beginning of the 
McKinley administration merely to mark the point where 
the era of Lincoln’s elementary government of our coun- 
try ended and where the era of Mark Hanna with all its 
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complications began. I wish to make clear the beginning 
of the era of central control in government. 

There has been great loss of the power delegated by the 
Constitution to the Congress within the last thirty years. 
In a measure it comes from the fact that the Congress has 
surrendered the legislative powers, delegated by the Con- 
stitution, to boards and commissions appointed by the 
President and dominated by him. 

When the Constitution of the United States was writ- 
ten, at least the majority of those who adopted it were 
jealous of strong executive control and endeavored to 
place the great power of the Government under the con- 
trol of the Congress of the United States. The power to 
levy and collect taxes, to regulate commerce with foreign 
nations and among the several States, to declare war, to 
raise and support armies, and to make rules for the gov- 
erning of our land and naval forces was vested in the 
Congress of the United States. 

The executive was directed to enforce the law, com- 
mand the army and the navy, and represent us in for- 
eign matters, subject to the approval of the Senate in 
treaty matters. 

It was then expected that we would have a government 
of law made and controlled by the representatives of the 
people, and not a government controlled and regulated 
by commissions to whom the Congress had transferred 
the great powers originally invested in it by the Consti- 
tution. 

I do not contend, of course, that the Congress has not 
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the legal authority to appoint others to aid in the per- 
formance of its functions. What I endeavor to point out 
is that the legislation passed by the Congress, transfer- 
ring its powers to commissions and boards, was the real 
surrender of its control over many of the fundamental 
problems that were left in its keeping, and that thereby 
they deliberately gave to the President the exercise of the 
great powers of government that come in contact with 
the daily lives of the people. 

The establishment of the Federal Reserve Board, 
which brought to Washington the control of the banking 
system of the country, the United States Tariff Com- 
mission and Federal Trade Commission, the one dele- 
gated with the power to levy and control taxation and 
the other exercising a supervisory control over the busi- 
ness affairs of the nation, are but a few of the many 
changes centralizing government control that have been 
the product of legislation in the last three decades. 

I do not contend that a great deal of this legislation 
has not been beneficial and has not been in response to 
urgent demands coming from at least a portion of the 
influential people of America, but I do say that the con- 
centration of all these powers in Washington, placed in 
the hands of men appointed by the head of the nation, 
has destroyed the simple government of law that was 
contemplated in the beginning, and has brought us to a 
complicated bureaucracy that every day is becoming more 
and more oppressive to the vast majority of the Ameri- 
can people. 

All this does not mean that men who occupy the of- 
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fices are not honest men, or that they are not earnestly 
endeavoring to carry out the authority delegated to them 
to the best interest of the American people. The difficulty 
arises in the fact that our country is so large, its interests 
so diversified and conflicting, that it is impossible for a 
board or commission to sit at the seat of government and 
regulate the lives and business affairs of a hundred mil- 
lion people, without doing a vast deal of injustice through 
ignorance of the conditions that surround the people who 
are subject to the rules and regulations that are promul- 
gated. These frequently dangerous, and many times 
harassing, conditions do not often arise under a govern- 
ment of law, enacted by men who are conversant with 
home conditions and subject to the interpretation of 
courts and juries, surrounded by the environment of in- 
timate and direct knowledge of local business conditions 
and the character of the men involved. 

The centralizing of governmental powers in the hands 
of the commissions in Washington is absolutely contrary 
to the fundamental principles of government believed in 
at the time of the inauguration of our Government. Any 
government is free to the people who live under it when 
it is governed by law, and when the people make the laws 
either in the forum directly or by their chosen representa- 
tives. 

We are very free to boast about our free republic, but 
are we far removed from the real harassments and op- 
pressions of the Government from which we separated 
ourselves after the winning of the Revolutionary War, 
when the lives and business affairs of our people to a 
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large extent are controlled by the rules and regulations 
adopted in secret by men appointed by the President and 
not responsible to the people? 

If I were asked what changes have taken place in 
our Government since the period of the Spanish War, I 
might answer that the entire Government has changed. It 
is true that we have some of the old landmarks left and 
go through many of the same forms in carrying on 
governmental affairs. But the genius of the republic of 
Washington, Lincoln, and Cleveland no longer exists— 
the genius of government that sought to interfere with the 
personal rights and liberties of the individual citizen to 
as small an extent as possible in order that the Govern- 
ment might function. The new government to which we 
have fallen heir is not content with surrendering the 
powers delegated to the representatives of the people to 
commissions and bureaus holding office under long ten- 
ure, but we have progressed in the line of interference 
with American independence and American rights to the 
extent that the Government has attempted to exercise 
the taxing power delegated to it to raise revenue for the 
purpose of regulating the affairs of human life. 

It may be said that we cannot regulate the business 
affairs of the nation except by Federal control, that the 
regulation must be uniform and nation-wide. I do not 
concur in that sentiment. If we are to surrender to the 
theory of state socialism and become obsessed with the 
idea that the State can manage the important affairs of 
the people better than the people can manage their af- 
fairs for themselves, then the time has come to surrender 
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the ideal of individualism and recall the principles that 
our fathers held most important in government. 

Many important events have come and gone in the 
kaleidoscope of time in the last three decades—victories 
in war and peace, great advancement in science, learn- 
ing, and art. For my part, I doubt whether there have 
been any happenings in the era beginning with material 
control and centralization of power that have so adversely 
affected the lives, happiness, and liberties of the Ameri- 
can people as our surrender, in large measure, of a 
government of law and the inauguration of a bureaucratic 
government in its place. 

We can reach our verdict only by careful analysis of 
the legislation that has led up to these conditions, and 
determine for ourselves where it is leading us. It is my 
purpose, therefore, to abandon the historical recounting 
of legislative enactment and review the purpose and re- 
sults of certain laws that have affected the life and char- 
acter of our people. 


CHAPTER XII 
CUSTOMS TAXES AND PRINCIPLES 


THERE can be no doubt that the lapse of our country 
from the Jeffersonian precept—the country which gov- 
erns its citizens least, governs them best—and the gradual 
drift from the doctrine of individualism to the errors of 
paternalism had its inception in the selfish desires of 
certain special interests. These interests conceived the 
idea of using the governmental power of taxation, as 
applied at the custom-houses of our country, to cut off or 
diminish competition in certain articles of home pro- 
duction, in order that they might profit thereby. They 
disregarded entirely the burden placed on the ultimate 
consumers of our country and the increased prices they 
were compelled to pay in the retail markets. 

It seems worth while to trace the history of tariff legis- 
lation from the beginning of the Government before we 
pause to discuss the theories involved and their applica- 
tion to the life of the nation. In a review of the various 
bills enacted into law for the purposes involved in this 
discussion, there must be a marked curtailment of the 
details given as an outline to guide us in our general 
analysis of the principles involved. Bear in mind that 
one hundred and thirty-eight years have gone by since 
President Washington signed the first Customs Tariff 
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Bill on the fourth day of July, 1789, and that a score of 
general customs tariff bills have been enacted into law 
since that time, besides numerous modifications and 
minor changes. 

When taking into account the relative effect of legis- 
lation, considered from the paternalistic point of view, 
endeavoring to determine the extent a given rate of duty 
on a particular article will lessen or destroy competition, 
and to what extent it will encourage monopolistic ten- 
dencies in the home market, some facts must always be 
borne in mind. 

In some instances a relatively low tax at the custom- 
house may build a barrier high enough to prevent the 
importation of certain commodities entirely and give to 
the home producer a monopoly of the home market. In 
other instances a high tax charged at the port of entry 
will not slow down imports coming from abroad, due to 
the fact that it is levied on an article of necessity where 
the home production falls far short of supplying the 
needs of the consuming public. 

The general average of rates may to some extent be 
a guide by which to determine the burdens of taxation 
that have been laid on the ultimate consumers of the 
country, and even there it is not a safe and sure guide. 
At one time a low rate of tax on a specific article may be 
high enough to cut off competition from abroad and en- 
able the manufacturer or producer to increase his prices 
on an article of wide and general consumption, thereby 
placing a great burden on the consuming public for the 
sole benefit of the special interests involved. At another 
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time a very high tax may be levied on a different article 
where the consumption by the public is very limited, and 
competition is not destroyed or embarrassed, and the 
tax paid on the whole will be slight. So, even in the use 
of the general average of rates as a guide to determine 
the burdens of taxation, we must do so with manv lmi- 
tations and qualifications. 

When we come to an analysis of the average rate of 
duty levied in various acts for the purpose of determin- 
ing how far the tax throttled competition, how far the 
tax has created monopoly, how far the tax has placed 
unjust burdens on the people, how far graft and greed 
have benefited thereby, a comparison of the general 
average of rates of duty mean nothing. In other words, it 
may be used as a weapon by which to deceive rather than 
to convey the truth. This has been a favorite method of 
argument, by those who received special benefit from 
legislation, to deceive the public as to real result pro- 
duced. 

In recounting the history of the tariff, I shall here- 
after refer to the general average of rates rather as a 
means of identification and to show general tendencies of 
the legislation, than as proof of the actual monopolistic 
results obtained by building a tax wall at the border of 
our country for the benefit of the selected few. 

The only way that we may accurately judge of the 
prohibitive and monopolistic tendencies of this class of 
legislation is to consider each article separately—its pro- 
duction and consumption at home—and compare the 
relative imports coming into the United States under 
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free-trade conditions and under tariff duties, ascertain- 
ing in that way to what extent the tax has throttled com- 
petition in the home market. As there are over four 
thousand items in a modern tariff bill, and as the neces- 
sary ascertainable facts are enormous in their volume, it 
is Clear that only those specially charged with the shap- 
ing of the legislation can know to any great extent the 
real facts on which it is based. It is manifestly impossible 
to consider the details here. 

In measuring relative rates of taxation imposed by a 
series of customs revenue acts extending over a period of 
more than a century and a quarter, we must bear in mind 
that the purchasing value of the American dollar in which 
we measure the tax has repeatedly changed, and that the 
wages of labor and the cost of material to the industries 
involved have fluctuated over wide margins of value. In 
money measure, raw material, and wage scale the meas- 
ure of comparison is never fixed; in fact, it is always 
changing both here and abroad. It is the doubt as to the 
resulting effects of these changes through a period of 
years that causes those who conceive themselves to be 
entitled to special favors at the hands of the Government 
to demand rates of duty that are far more than protec- 
tive, and usually prohibitive in their effect. 

The first Customs Tariff Bill was reported to the 
House of Representatives by James Madison, then chair- 
man of the Ways and Means Committee of the House 
and afterward President of the United States. One of 
the salient features in this legislation was a clause that 
granted a discriminating duty, reducing the tax on mer- 


128 Drifting Sands of Party Politics 


chandise imported in American ships and laying the 
foundation for a policy that was persisted in for many 
years. It resulted in the building of a great fleet of mer- 
chant vessels for the American States. 

As to whether the tax levied at the custom-house on 
merchandise imported from abroad is primarily levied 
for the purpose of obtaining revenue for the Government, 
or whether the animus lying behind the tax is to cut 
off competition and encourage monopoly, is not always 
easily ascertained. Where the tax levied does not unduly 
stop the flow of imported goods coming into the country 
it is safe to say that the tax is primarily levied for the 
purpose of securing revenue for the Government. When 
the tax on articles of merchandise coming from abroad 
slows down importation and increases the price to the 
ultimate consumer, the element of protection enters into 
the resultant effect of the legislation. Where we find, as 
we do in most customs tariff bills of recent enactment, 
that on many items the tax levied is so high that only 
a small percentage of imports is allowed to come in, or 
that they are cut off entirely by the high wall of taxation, 
we are safe in saying that the principal purpose of the 
enactment is to protect certain special interests against 
competition from abroad and to require the people at 
home to pay an increased price. 

It must be remembered that sometimes, in laws which 
seek to levy customs tariff taxes for revenue only, by mis- 
take some duties will be so high as to invade the princi- 
ples of protection; but there has never been a protective 
tariff bill written that did not have many articles of 
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merchandise included within its folds on which the tax 
levied was on a strictly revenue basis. In fact, that is 
where governmental favoritism often shows its hand. The 
article the favored citizen must buy is allowed to enter 
the country at a low revenue tax rate, or is placed on the 
free list and its importation is not taxed at all. 

The customs tariff taxes levied under the first tax law, 
the Madison bill, were very low. It was strictly a tariff 
for revenue only; the element of protection did not enter 
into it. To illustrate: the tax on distilled spirits, a luxury, 
was only ten cents a gallon; on tobacco, another luxury, 
six cents a pound; on shoes, seven cents a pair; and on 
cotton goods, 5 per cent. levied on the value of the im- 
ported article. The average rate of duty was less than 10 
per cent. on the value of goods imported. 

Strange to relate, the title of the bill reads that it is 
enacted ‘‘for the support of the government, for the dis- 
charge of the debts of the United States and the en- 
couragement and protection of manufacturers.” This 
was the only customs tariff act that came under the in- 
fluence of Alexander Hamilton, for before the next gen- 
eral revision of the tariff the great New York statesman 
had passed into the next world. Yet, the advocates of a 
system of protective tariffs for American industry point 
with pride to Hamilton, then secretary of the treasury 
and leader of the Federalist party, as the keeper of their 
faith and as a believer in a tax levied for protection. 

The language of the enacting clause of the Madison 
bill must be the basis for their claim, rather than the rates 
fixed in the bill. The fact is, the bill had the support of 
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statesmen whom the advocates of protection afterward 
denominated as “free-traders.” There was no substantial 
change in our customs tariff taxes, either in the amount 
of the tax levied or the purpose of imposing it, for the 
next twenty years. It is safe to say that for the first 
twenty-three years of our Government’s existence the 
rates of duty were not such as could be properly called 
protective tariff taxes; they were revenue bills in every 
sense of the word. 

Even the increased rates that were enacted in the time 
of President Madison (1812) were levied for the pur- 
pose of providing additional revenue. Our second war 
with England had already begun, and the demand on the 
Federal Treasury to meet war expenditures was the mov- 
ing cause. Although the existing rates of duty were 
doubled, there was no particular rate that exceeded 15 
per cent. of the value of imported merchandise. 

Before the war with England was declared our export 
trade had wonderfully developed under a system of low 
tariffs, which imposed but slight barriers at our custom- 
houses to the easy flow of commerce coming across the 
seas. The war stopped imports and made a demand for 
certain articles of manufacture that prior to that time 
had been imported, at least in part, from the enemy coun- 
try. This stimulated production and manufacture of these 
articles at war prices and was responsible for the demand 
at the end of the war for a customs tariff tax that would 
be high enough to protect the home manufacturers from 
competition from abroad. 

At this time the real desire of the manufacturing com- 
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panies was to maintain war prices at the expense of the 
public, rather than to be sheltered against a competition 
they could not successfully meet. There was no such 
difference in the cost of raw materials or labor that could 
not have been successfully met in fair competition with 
English importers, but the minority were organized and 
aggressive, the majority (the consumers) were unor- 
ganized and indifferent. The usual result happened in 
the Congress, and the first Customs Tariff Bill that was 
tinctured with protection was written at the demand of 
the American manufacturers, taxing the dollars out of the 
pockets of the consuming masses to enrich the favored few. 

The rates of duty were undoubtedly protective. They 
were not high as compared to customs duties levied in 
our day and time, but you must bear in mind that the 
American wage scale was low and the cost of material 
compared favorably with that paid by our foreign com- 
petitors. A comparatively slight differential in favor of 
the home producer created by tariff taxes was sufficient 
to close the door to the goods, wares, and merchandise 
that might have come from abroad. The taxes levied 
under this act (April 27, 1816) on manufactures of 
wool, cotton, hemp, iron, steel, tin, brass, and china, 
earthen- and stone-ware and other similar articles, were 
increased to a tax equal to 25 per cent. of the value of 
the imported article. Like increases were made as to 
other manufactured articles of commerce. 

The tariff had reached the high-water mark of Federal 
taxation experienced by the American people up to that 
time. From then on there came to the country a distinct 
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political division on the merits and demerits of levying 
taxes for the purpose of protection to the home manu- 
facturer from foreign competition. 

Henry Clay of Kentucky was the chief advocate and 
proponent of the bill (1816) and, strange to say, the 
members of the Congress from the South were its chief 
supporters, while the members from New England as a 
rule were opposed to it. Daniel Webster, in a speech to 
his constituents, declared himself against the policy of 
a protective tariff, a position he soon was to change very 
radically when the manufacturing development of Mas- 
sachusetts advanced to a point where it rivaled her com- 
merce on the high seas. The protective sentiment coming 
from the South also in a few years reversed itself and, 
instead of giving its support as it did to the first real 
protective measure, it became for vears the chief advocate 
of the principle of free and unrestricted trade. 

It must be borne in mind that the practice of using a 
tax to impede the natural flow of commerce was not new 
in the States. After the Revolution and before the or- 
ganization of the Union it was not an uncommon practice 
for one State to levy taxes at its border on goods coming 
from another State, and this condition of affairs became 
so acute as to be the moving cause that finally united all 
of the States under one Government and one flag, with 
power to regulate the commerce among the States and 
insure the unrestricted flow of trade to all parts of the 
Union. 

It is part of the economic history of our country that 
the outstanding argument in favor of the nation’s launch- 
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ing itself on the troubled waters of the protective tariff 
system, although not true, was more logical at that time 
than the many specious and mysterious presentations of 
the case in more modern times. 

When the second war with England broke upon the 
country, there was a real shortage of production in iron 
and steel, both for domestic and for war purposes; not 
that the American colonies, or some of them, had not 
been able to produce these commodities; not that the raw 
materials from which they were made were not found in 
abundance for present and future demands; not that 
there was not labor, and cheap labor at that; but because 
the British isles had developed an iron and steel industry 
and had transportation facilities from the home country 
that were as good and reasonable in cost as were the same 
facilities from distant colonies. 

Cheap carriage in those days meant, of course, water 
transportation. In the olden days, before the Revolution, 
the home Government and the home markets had dis- 
couraged manufacture in the colonies and had encouraged 
the production of agricultural commodities that the peo- 
ple of England wanted to buy, so when the war broke 
there was a shortage in iron and steel. The importation 
of the metal was cut off by war conditions and the in- 
creased supply was fostered and demanded of the Ameri- 
can producer as much for domestic use as for war 
purposes. Production was largely increased at war prices, 
and when the hostilities ended, the manufacturers wished 
not only to maintain the monopoly of the home market 
which war had given to them, but also to maintain high 
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prices. They appealed to the Government to adopt an ar- 
tificial system of taxation to enable them to monopolize 
the home market and sustain and maintain war prices. 
There was nothing very unusual in this; it is always the 
impulse of special interests after every great war to try 
and continue their enjoyment of high prices and good 
profits without suffering the pangs and pains of read- 
justment that must come to everybody else after the ter- 
mination of war conditions. 

But the condition that confronted the country at the 
beginning of the war, the shortage of iron and steel, was 
the basis for the argument that the manufacturer of these 
materials needed in war must be encouraged by legisla- 
tive enactment in time of peace, if we were to be pre- 
pared for war in the future. The preparation for future 
war was a legitimate argument, but the fostering by 
governmental aid of manufacture at the public expense 
was based on an assumption of fact that did not exist 
at the time the war was over. Our production was then 
ample. The American manufacturer could have com- 
peted in the open markets if he had been content with 
reasonable prices and reasonable profits. Of course, he 
could not have sustained and maintained war prices and 
war profits, which was his real objective, and which in the 
end he did not accomplish successfully under the legis- 
lation he fostered in 1816, as was demonstrated by his 
ultimately coming back to the Congress with new de- 
mands for higher customs tariff taxes. He thus became 
involved in a vicious economic circle which ultimately 
overwhelmed him. 


CHAPTER XIII 
REVIEW OF TARIFF BILLS 


THE Customs Tariff Law of 1816 remained intact un- 
til the closing days of the administration of James Mon- 
roe. When the act of May 22, 1824, was passed, increased 
protective duties were given to the manufactures of 
America; for instance, the duties on woolen manufactures 
were increased from a tax equal to one fourth the value 
of the imported goods to a tax that was equal to one 
third their value. Although there were many protests 
from the agricultural South and the consumers of 
America, the storm of disapproval did not break upon 
the country in real earnest until the act of May 19, 1828, 
was passed, toward the end of the administration of John 
Quincy Adams. 

The bill was produced by the unrestrained, selfish de- 
sire of the manufacturers of America for higher profits 
in their business, rather than by the fear of any real dan- 
ger to the home producer and home laborer from undue 
competition coming from foreign countries. Afterward 
it became known as the “Tariff of Abominations,” and 
the name was justly given. It levied the highest taxes on 
the importation of merchandise into the States, not only 
up to that time but until the McKinley bill became a law 
in Benjamin Harrison’s administration, more than sixty 
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years afterward. It is impossible to make detailed com- 
parisons of tariff bills without indulging in a treatise on 
the subject, but by way of illustration, woolen manufac- 
tures, which are a living necessity in a cold climate, were 
increased to a rate of 45 per cent. levied on their import 
value. 

The storm of popular indignation broke and beat its 
waves upon the politicians at the Capitol, with the result 
that a modification of the excessive rates was attempted 
in the Customs Tariff Act of July 14, 1832. The relief 
granted was more simulated than real and did not allay 
the indignation of an outraged people suffering from 
excessive taxes which they were compelled to pay to 
satisfy the unholy demands of the favored few. 

The State of South Carolina passed her resolution of 
nullification and civil war seemed imminent, when the 
Congress, on the twenty-second day of March, 1833, 
passed an act which was signed by President Andrew 
Jackson, making some real reduction in the taxes levied 
at the custom-houses—a compromise enactment and a re- 
vision downward, but nevertheless a protective measure 
in its essential features. The last of the protective tariff 
legislation down to the period of the Civil War was en- 
acted in 1842, when John Tyler was President of the 
United States and the Whig party was in command of 
the country’s financial policy. It raised the taxes on com- 
modities of home consumption and the burden was felt 
and repudiated by the consumers of the country. 

The evils of a protective tariff system became an issue 
between the Whig and Democratic parties in the Presi- 
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dential campaign of 1844. The election of James K. 
Polk of Tennessee as President foreshadowed the enact- 
ment, on the thirtieth of July, 1846, of what became 
known as the Walker Tariff Bill, a revenue tariff law in 
which the taxes were primarily levied for the use of the 
Government; and the system of protection in the interest 
of special classes, after its trial in the economic affairs 
of our country for thirty years, was abandoned until the 
period of the war between the States restored it as a 
part of our financial system and as a political policy of 
the dominant party control in the sixties. 

Most great tariff bills have generally been called by 
the name or names of the men prominently associated 
with their passage, usually the chairmen of the commit- 
tees in the two houses of the Congress having the legis- 
lation in charge. Robert James Walker, for whom the 
Revenue Tariff Act of 1846 was named, was secretary of 
the treasury at the time of its passage, and largely in- 
strumental in shaping its provisions and determining its 
policy. He was born in Northumberland county, Penn- 
sylvania, on the twenty-third day of July, 1801, and died 
at Washington, D. C., on the eleventh day of November, 
1869. He had been a United States senator from the 
State of Mississippi immediately before he entered Presi- 
dent Polk’s cabinet; he opposed nullification, favored the 
annexation of Texas, was governor of Kansas (1857-58), 
and was the fiscal agent of the United States in Europe 
during the war between the States. He was a learned 
statesman and a financier of ability. 

I have briefly recalled his life-work, for the bill that 
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bears his name marks an era in the history of our people 
and clearly defines the lines of cleavage between great 
political divisions of our country. I want to emphasize the 
fact that this leader of his party in the battle for customs 
tariff reform was a constructive statesman of marked ex- 
perience and great ability. 

The declared and actual purpose of the bill was to 
collect taxes at the custom-houses for revenue only, 
limited to the actual needs of the Government, economic- 
ally administered. All specific rates of duty were abro- 
gated and all the taxes were collected under ad valorem 
rates, so that there would be no difficulty in ascertaining 
the relative burden of the tax to rise and fall with the 
value of the goods imported. No tax was imposed in aid 
of special interest. Luxuries carried the heavier burden, 
and necessities of life the lesser ones. To illustrate: dis- 
tilled spirits were taxed 100 per cent.; cigars, wines, 
ornaments, cut-glass, 40 per cent., with a tax of 25 per 
cent. levied on the import value of flannels and manu- 
factures of cotton, mohair, and silk. The bill remained on 
the statute books for a decade, produced the revenue the 
Government needed, did not destroy legitimate business, 
and when it was finally repealed, in order that a still 
greater reduction might be made, the country was in a 
high state of prosperity. 

James G. Blaine of Maine, in his comments on this 
period of our country’s history says: 


Moreover the tariff of 1846 was yielding abundant revenue, and 
the business of the country was in such a flourishing condition at 
the time his [Polk’s] administration was organized. 
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Money became very abundant after the year 1849; large enter- 
prises were undertaken; speculation was prevalent, and for a con- 
siderable period the prosperity of the country was general and ap- 
parently genuine. 


After 1852 the Democrats had almost undisputed con- 
trol of the Government, and gradually became the free- 
trade party. 


The principles embodied in the tariff of 1846 seemed for the 
time to be so entirely vindicated and approved that resistance to it 
ceased, not only among the people but among protection economists 
and even among the manufacturers to a large extent. 

So general was the acquiescence that in 1856 a protective tariff 
was not even suggested or even hinted by any one of the three par- 
ties which presented presidential candidates. 

By this law the duties were placed lower than they had been at 
any time since the War of 1812. The act was well received by the 
people and was indeed concurred in by a considerable proportion 
of the Republican Party. (“The Tariff,” by Lee Francis Lybar- 


ger.) 


On the third day of March, President Franklin Pierce 
of New Hampshire signed the Customs Tariff Act of 
1857. It reduced the taxes on raw material and was fa- 
vored by many manufacturers. It reduced the taxes im- 
posed in the Walker bill and gave to the country the low- 
est rates of duty on goods imported from abroad since 
first the system of protective tariff taxes had been in- 
augurated as a part of our fiscal system, more than forty 
years before. It was not a free-trade bill, as it has some- 
times been called, but it was strictly a revenue tariff with 
no semblance of customs duties imposed for the sake of 
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protection of favored interests to be found within its 
terms. The taxes levied on imported merchandise were 
not sufficient to impede or hinder the natural flow of 
commerce. Prices for domestic as well as foreign com- 
modities were moderate, the cost of living to the indi- 
vidual was low, and the country enjoyed an expanding 
foreign commerce and a growing manufacturing develop- 
ment. 

After a period of wonderful commercial freedom and 
natural development (1846-1861), the country was 
plunged into the débdcle of the Civil War, when the war 
powers of the Government were asserted and maintained 
and every issue became subservient to the one all- 
absorbing problem of the preservation of the Union of 
States. 

An analysis of the Civil War tariff acts will not take 
us far in our search for the true principle on which 
custom-house taxes should be builded. The legislation en- 
acted, from the bill passed in March, 1861, and signed 
by Abraham Lincoln, down to the time of the enactment 
of the so-called McKinley bill in the Harrison adminis- 
tration, was not in response to the demands of the electo- 
rate, but primarily in answer, first, to the governmental 
need of the hour, afterward to the after-war impulse to 
maintain war-stimulated conditions and high prices. 

The customs tariff bills of 1861, 1862, and 1864 very 
largely increased the amount of taxation from an average 
rate of less than 20 per cent. ad valorem under the Demo- 
cratic Revenue Act of 1857. Each successive act advanced 
the rates of duty charged on imported goods until the 
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general average on all imported goods was more than 45 
per cent. ad valorem, under the Revenue Act of 1864. 
The moving impulse that produced this great increase 
in the rate of taxation did not originally come from an 
urge on the part of producers to have their business pro- 
tected from competition, but from the Government’s need 
for increased revenue to meet war expenditures. It was 
also due to the Government’s own act in levying internal 
taxes on home-made articles that were equalized in point 
of taxation with the foreign article by the increased cus- 
toms duties. It is furthermore true that the withdrawal of 
hundreds of thousands of men from productive employ- 
ment, to make soldiers and sailors out of them, very seri- 
ously disturbed the labor market, causing higher rates of 
wage as well as higher commodity prices for the material 
the manufacturer was compelled to buy. As these eco- 
nomic conditions did not enter into the productive field of 
foreign competitors, during the period of hostilities the 
increased rates served the double purpose of producing 
revenue and equalizing the increased cost of production 
at home as compared with the unchanged cost of produc- 
tion abroad. The real evil to the country was not in the 
stimulated prices in war times, for war when driven hard 
enough abandons principle and knows only two objec- 
tives, death and victory. The real evil was that when the 
war was over, the Congress, instead of reversing the en- 
gine of increasing taxation, made it worse instead of 
better by listening to the inordinate demands of the pro- 
tected interests, and writing their excessive proposals 
into law by enacting customs tariff rates that would pro- 
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tect home monopoly and help to maintain war prices. 

The parting of the ways came in the customs tariff of 
1867. The war was over and the burdens that rested on 
the consumers might have been lightened by a reduction 
of duties that really affected prices. Instead of reducing, 
the Government followed the urge of the wool growers 
and the wool manufacturers, who at a convention in 1865 
had reached an agreement for a high tax on wool, and 
had pyramided the tax with a compensating duty on 
manufactured wool. The Congress enacted the legislation 
that initiated the much condemned Schedule K, which 
became the basis for enormous taxes collected for thirty 
years from the wearers and users of woolen clothes and 
woolen blankets. Where the duties affected other com- 
petitive articles the high rates were also maintained, but 
where the taxes were imposed on imports that did not 
compete with goods made in the American market they 
were reduced or repealed. The war having ended, the war 
need for revenue was over, and the Congress from time 
to time repealed the internal revenue taxes, in large part, 
without diminishing most of the taxes placed on foreign 
articles of like manufacture. 

-The Customs Tariff Act of 1870 made certain modifi- 
cations of the law it repealed, but it was a continuation 
of the advance in tax rates. By way of illustration, let 
me call to your attention that the decade following the 
adoption of this legislation was one of great railroad 
building in the United States. Far and wide the rails 
advanced as the great empire grew strong. One of the 
principal items of expense in building railroads in those 
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days was the cost of iron and steel. The cost of construc- 
tion was finally made the initial basis for the issuance of 
the stock of the railroad and became in large part the 
capital on which the reasonableness of the rates of trans- 
portation has been based since that time. Steel rails were 
then selling around thirty dollars a ton in England, and 
the American railroad builders paid sixty dollars a ton 
for them at home, due to the tariff monopoly created by 
our taxes imposed at the custom-houses. We had but one 
known nickel mine in this country at that time; the bill 
levied a tax of thirty cents a pound on nickel; the owners 
of the mine shortly became millionaires. The Tariff Act 
of 1872 made a slight reduction in the rates on wool and 
placed on the free list some non-competitive articles such 
as:coffee, tea, and spices. 

The customs tariff legislation of March 3, 1883, was 
a general overhauling of the entire customs rates and was 
a distinct revision upward. The bill tried to placate the 
farmers of the country for the first time by putting on 
the tax list a large number of farm products, and inviting 
the farmers of the country to join the ranks of the pro- 
tectionists. 

Mr. Cleveland became President on the fourth of 
March, 1885. His party had promised a revision of the 
tariff downward, but there was no chance to redeem the 
pledge during his first administration; for the Senate, 
at all times, was controlled by the Republicans and in 
sentiment was for a protective tariff. Mr. Morrison of 
Illinois made an effort to reduce the customs taxes by 
proposing a horizontal reduction of 20 per cent. on ar- 
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ticles taxed at the custom-houses. The proposal had so 
little merit that it received only a half-hearted support 
in the house of its friends. 

In 1888 the Democrats controlled the House of Repre- 
sentatives by a large majority, but lacked a majority in 
the Senate. At that time Roger Q. Mills of Texas, as 
chairman of the Ways and Means Committee of the 
House, reported a real Tariff Reform Bill carrying 
within its folds a substantial reduction of taxation, but 
the bill of course failed in the Senate. The Mills bill was 
in response to a message that President Cleveland sent to 
the Congress in December, 1887. 

Mr. George F. Parker in his excellent book, “Recol- 
lections of Grover Cleveland,” says: 


In his annual message of 1886 he gave still greater attention to 
the tariff, and nothing that he wrote upon it was stronger or more 
pertinent, or better showed his knowledge of the question, or set 
forth his conception of the dangers incident to the perpetuation of 
war taxes in times of peace. 

During the spring and summer of 1887, the surplus in the 
Treasury became a menace to the prosperity and stability of the 
country, and he felt that the time had come when a way of escape 
must be provided. Throughout this period he and the Secretary 
of the Treasury were in daily dread of commercial disaster, so that 
they were compelled to consider, with even more care than before, 
the ways and means necessary for removing the causes. The con- 
clusion was reached that the only way was to reduce the exorbi- 
tant taxes which had produced this plethora. 

He, therefore, determined to devote the whole of his annual mes- 
sage of 1887 to the discussion of the tariff question. He always in- 
sisted that only in this way could the attention of the country be 
drawn to existing evils and the necessity for a change be enforced. 
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He showed a clear knowledge of the question, and the courage 
which prompted his message, and the patriotism revealed in every 
line, appealed to the imagination of the country with a power sel- 
dom surpassed by a Presidential message. 


The Mills bill was called by some a free-trade meas- 
ure, which was far from the truth. It was an honest re- 
duction from the existing high taxes being collected on 
imported commodities. Comparisons do not always carry 
a good argument with them, but they often paint a word 
picture that enables us the more readily to see the truth. 
When all is said, this bill did not reduce the general rates 
of customs taxes so low as the duties assessed at the 
custom-houses under the law of 1862. 

In the Presidential election of 1888 Mr. Cleveland 
went to the country on his tariff message to the Congress 
and met defeat; but the economic policy he advocated 
was partly vindicated in the elections of 1890, and in the 
next Presidential election his advocacy of tariff reform 
and reduction of taxation carried him and his party to 
an overwhelming victory. 


CHAPTER XIV 
MCKINLEY AND WILSON TARIFF ACTS 


IN answer to the Democratic attack in the campaign of 
1888 the Republican candidates and the party leaders 
had promised the country a revision of the tariff duties. 
Their party following visualized the reduction of the 
rates of taxation, and it is within the probabilities that 
the men who made the promises believed that a reduc- 
tion of the customs duties would follow their success at 
the polls. But legislation in favor of special interests is 
not constructed that way; the candidates who are elected 
to fill the offices find that their freedom of action is en- 
cumbered by special pledges to their immediate constitu- 
ents, which, if they try to fulfil, require that they agree 
almost without question to what their colleagues also 
promised. In customs tariff legislation, where each special 
interest wants all that can be gotten, a real reduction of 
taxation cannot come from the advocates of protection. 
So it was after Benjamin Harrison was inaugurated 
President, when William McKinley, then chairman of 
the Ways and Means Committee, reported the famous 
McKinley bill. It was a revision upward, a lessening of 
the burden of taxation only in very few instances, and 
then only where the protected manufacturer consented 


because it worked to his advantage some way or some- 
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how. In fact, this bill, passed twenty-five years after the 
Civil War had ended, levied the most burdensome cus- 
toms duties that had ever gone on the statute books up to 
that time. 

Mr. McKinley was a gentle, honest, kindly man who 
wanted to do right. In so far as he saw the light he did 
right. He did not live long enough to realize the false 
foundation on which a very high system of protective 
taxation must rest. He never realized that the higher the 
tariff wall was built, the more unstable must be the in- 
dustry protected behind it. He did not seem to visualize 
the fact that the protection of the wage of American la- 
bor was merely a political battle-cry and that there was no 
real adjustment of the rates of duty based on the differ- 
ence between the labor cost of particular articles at home 
and abroad. As a matter of fact, there was no real attempt 
made to adjust the terms of the bill to meet the foreign 
wage scale, and the taxes actually levied in most cases 
were many times in excess of the difference of the wage 
equation. 

He continued to favor increasing home production 
rather than reasonable prices to the home consumer at a 
time when American labor was going to the free home- 
steads of the West. To meet the demands of industry for 
cheap labor, millions of foreigners were coming into the 
country, and no effort to restrict immigration was being 
made by the party advocating protection. 

The McKinley bill came to the country at the end of 
the period of the Civil War inflation, before the era of 
combinations, trusts, and controlled prices. It was a time 
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when the cost of living was low; when the cost of com- 
modities was cheap, except such commodities as had their 
price stimulated by the artifice of taxation; when the 
cost of labor entering into production was reasonable. Of 
course, every equation is measured by comparison, and I 
refer to a measure of cost not compared with the past or 
the future but measured by the then existing prices for 
commodities and labor in the countries of northern Eu- 
rope, from which competition in most lines of protected 
American industry was coming. 

There is always a vicious circle established by the 
artificial increase of prices that cannot correct itself un- 
til the artifice of its stimulation is removed. The vicious 
circle increases the cost of the necessities of life, and by 
the necessities of life I mean those articles that even the 
self-respecting poor must purchase to maintain not only 
life but also a decent position in their home communi- 
ties. The response that must inevitably come to the in- 
creased cost of life’s necessities is an increased cost of 
material used in production and in the wages of labor. 
When wages and the cost of material at home are ad- 
vanced, the difference, if there be any, in the cost of pro- 
duction at home and abroad is decreased, and the pro- 
hibitive rates of taxation adopted to cut off competition 
from abroad become less effective. The cry of the manu- 
facturer is for higher tariff taxes, and so the vicious circle 
continues to revolve about itself until it destroys the busi- 
ness it seeks to protect, or burdens the lives of the con- 
suming masses until they revolt from the vice of an in- 
defensible system. 
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It may be said that if the burden of artificial stimula- 
tion encompassed only a few articles in the general bal- 
ance of living expenses it might be borne. But where 
the burdens pyramid on each other until all commodities, 
all wages, and all living expenses become involved in the 
cost of production of goods intended for export, our op- 
portunity to compete in foreign trade is destroyed. 

The country visualized the existing conditions, but 
failed to analyze them. Though the Republican party, 
the party of protection, was returned to power, the people 
who voted after the issue was debated on the hustings, 
if they voted the Democratic ticket, expected from the 
Congress a radical cut in customs taxes, and if they voted 
the Republican ticket they expected a modification of 
the tariff rates downward; but they got neither. After 
the protected interests had pooled their forces the re- 
vision was advanced to the highest peaks of taxation. 

If we may judge the debate that took place in the halls 
of Congress at the time and accept the speeches as a can- 
did expression of the views of the proponents of a pro- 
tective tariff, we must believe that the moving cause that 
influenced their votes was the upbuilding of the pro- 
ducing classes of the country, regardless of what the 
price was that must be paid for the progressive stimula- 
tion of business, overlooking the fact that the producing 
classes were made up of the consuming masses who paid 
the price. The last bulwark of their defense, for defense 
was the watchword of the onward rush of the McKinley 
bill, was that American labor must be protected against 
the competition of the pauper labor of Europe by a tariff 
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wall that raised the prices of the necessities of life that 
labor must buy from the home manufacturer. No impedi- 
ment was raised against the manufacturer’s importing 
into the States all the cheap labor of Europe he desired. 

Everybody knows that ‘the wages of labor” is a rela- 
tive term, and the price of labor cannot be measured in 
dollars and cents to determine whether the wage rate is 
cheap or dear. The real test, and the only test, is the pur- 
chasing power of the daily wage of men and women in 
securing for themselves the necessities of life. If the daily 
wage is two dollars and it costs two dollars for the la- 
borer to live, he is no better off than he would be if the 
daily wage was one dollar and he could purchase the 
necessities of life for one dollar. A tariff tax that increases 
the price of food, clothing, and other needs of life to the 
same extent that it raises the wage scale serves no good 
purpose to the men and women who work in protected 
industry, and it works infinite harm to the people who 
are not sheltered under the wings of monopoly. This 
has been the case in agriculture where the surplus pro- 
duction of wheat, meat, and cotton was forced to foreign 
markets for its sale and consumption. 

The claim of the politician and the protected manu- 
facturer that the high tariff rates were beneficial was for 
a time accepted by labor at its par value, but gradually 
labor, even labor in protected industry, discovered as a 
practical truth that there could be bank panics and hard 
times with high customs taxes on the statute books. They 
also realized that the equation that meant the most to 
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them was the amount of the necessities of life they could 
secure for their work, rather than the number of dollars 
their daily wage was measured in. In the end industrial 
labor divided its votes on the economic question, and 
labor outside of the protected industries favored low 
taxes. In the election that followed the passage of the 
tariff bill that bears his name William McKinley was de- 
feated for reélection to the Congress, but some years later 
when the political tide turned, another and different issue 
elected him President of the United States. 

The Treasury of the United States at this time was 
full to overflowing. The circulation mediums called 
money were limited and rigid. An adequate and flexible 
currency was then unknown to the country. The methods 
afterward inaugurated of allowing the banks to lend the 
Government’s money back to the people from whom it 
had been acquired had not then been invented. When 
large amounts were withdrawn from circulation by means 
of taxation and locked up in the Treasury vaults it em- 
barrassed the daily business transactions of the people, 
increased interest rates, and made easy the exaction of 
the usurer. 

There was too much revenue; both political parties 
had promised to reduce it. There were several ways in 
which the reduction could have been made. The natural 
way was to reduce the tax all along the line on competitive 
as well as non-competitive articles, not only lightening 
the burden of taxation at the custom-house, but also de- 
creasing the profits exacted of the consumers by the pro- 
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tected producers. Had this been done it would have les- 
sened the dividend of the special interest and would have 
been a blow to the protective system. 

An effective way to reduce revenue was to put the tax 
at the port of entry so high on certain competitive mer- 
chandise that the foreign article would be excluded from 
importation almost entirely, and then no revenue could 
come to the Treasury. Still another way to reduce reve- 
nue was to remove the tax on non-competitive articles 
that did not interfere with the machinations of the pro- 
tected interests. This was the plan agreed to when the 
McKinley bill was adopted, and though it increased the 
burdens of the consuming masses, it bore the anomalous 
title of “‘A Bill to reduce the revenue,” etc. 

The policy pursued by the advocates of the protective 
tariff system prior to the enactment of the McKinley bill 
had been, at least in theory if not in spirit, to divide the 
taxes collected at the custom-houses and those collected 
by increased prices that went to the manufacturer, by al- 
lowing the Government to have its share for the Treasury. 
Now a new policy was, I won’t say adopted, but pro- 
claimed, whereby the fetish of protection was divorced 
from the idea that the Government should obtain reve- 
nue. The prohibitive tariff tax was defended on the 
ground that the special interests involved were entitled 
to control and usurp the home market, without semblance 
of competition from abroad, at tax rates high enough to 
cut off importation of special articles without the Gov- 
ernment’s deriving revenue from the taxes imposed. 

I have already said that the average rate of duty is not 
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a significant fact in the determination of how far the 
burden of either additional taxation or additional cost 
is laid on the backs of the consumers. The average rate 
of duty of a tariff bill is worked out by the Treasury 
experts, taking the importations that come through the 
custom-house assessing the tax and then dividing the 
aggregate of taxation by the aggregate import prices of 
the goods. That makes a demonstration and finds a re- 
sult so far as the imported goods are concerned; but when 
the tax is so high that it cuts off importations entirely, 
or is so high that very little comes into the country in 
comparison with American consumption, it affects the 
general result but very little in the ascertainment of 
average rates of duty. Besides, it may be so high that 
it cuts off competition and enables the home producer to 
increase his prices greatly, which burden the American 
consumer must bear. So when I say that the average rate 
of duty levied under the McKinley bill was 50 per cent. 
of the value of the imported goods, it really does not 
demonstrate the burdensome increases that were imposed 
by the terms of that bill. 

By way of illustration, I will give in detail a few of 
the duties. On woolen cloth worth between 30 and 40 
cents a pound the McKinley bill levied a tax of 38% 
cents a pound, plus 40 per cent. ad valorem. The tariff 
on women’s and children’s dress goods amounted to 100 
per cent. of their value. The bill increased the rates on 
farm products as an appeal to the agricultural classes of 
the country to support the theory of protection. The 
camouflage may have deceived a great many people, but 
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the absurdity of the tax and its ineffectiveness on many 
farm products can be illustrated by giving the statistics 
in regard to a few. The figures I give for exports and 
imports are for the year preceding the passage of the bill. 
We exported nearly 70,000 bushels of corn and imported 
2388; we exported 6240 bushels of oats and imported 
only 1946 bushels; we exported 400,000,000 pounds of 
bacon and hams and imported only 2720 pounds, clearly 
demonstrating that the farmer was able to sell his prod- 
uct in the free-trade market of the world, which in the 
end fixed his price. The tariff really meant nothing to 
him. Of course, I recognize that there are a few articles 
of agricultural production in the country that the tariff 
does affect; for instance, lemons and some citrus fruits, 
and all classes and grades of sugar, for their price is 
raised and lowered in proportion to the tariff taxes levied 
at the custom-houses. 

The McKinley Tariff Bill satisfied the manufactur- 
ing interests that wanted protection, but it was a distinct 
disappointment to the American people. It was the great 
and leading issue in the Presidential campaign of 
1892. Grover Cleveland was elected President of the 
United States by an overwhelming majority, and the 
Democratic party reduced the high rates of the Mc- 
Kinley bill. 

The Wilson Tariff Bill was passed by the Congress in 
the second administration of Grover Cleveland. Mr. 
Cleveland refused to sign the bill because he did not re- 
gard it as a fulfilment of the pledges of himself and his 
party, in the campaign that elected him, for a revision 
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of the tariff downward. However, he allowed it to become 
a law without his signature, as elsewhere said. 

William L. Wilson, the chairman of the Democratic 
Ways and Means Committee that reported the bill to the 
House of Representatives, was a man of scholarly attain- 
ments, thoroughly informed on the economical problems 
involved in the writing of customs tariff legislation, and 
withal a sincere tariff reformer. He reported a bill to 
the House of Representatives that was a real downward 
reduction of the tariff rates, and which to a large extent 
eliminated the protective features of the preceding tariff 
legislation; but when the bill reached the Senate of the 
United States it was so changed, modified, and amended 
that most of the benefits of reduction proposed by Mr. 
Wilson were wholly or in part eliminated. As the bill was 
passed, although an improvement on the McKinley Tariff 
Bill, it did not satisfy the tariff reform sentiment in the 
country. It was not approved by the President, and of 
course was disapproved by the high tariff advocates in 
the country, so that it was left almost without friends 
from any quarter, as compromises usually are. 

A financial panic had already broken on the country 
before the bill became a law (August 28, 1894). Never- 
theless, in the coming campaign the party of protection 
claimed that the Wilson bill was the cause of the panic of 
1893, and denominated the legislation as a “Free Trade 
Bill.” Again apologizing for referring to average rates, I 
wish to say that the average of the war Tariff Bill of 
1864 was 36 per cent.; of the Tariff Act of 1883, 38 per 
cent.; of the McKinley bill, 50 per cent.; and the general 
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average of the Wilson tariff was 39 per cent., based on 
the value of the goods imported. The rightful objection 
to this legislation was not that the rates of duty levied 
were too low but that they were too high. The bill should 
have been defeated by its party proponents in the House 
when it came from the conference committee. 

The Wilson bill did have a number of good features. 
It reduced the tax on the cheaper fabrics of men’s and 
women’s clothing to 40 per cent. of their import value; it 
made a material reduction in the iron and steel schedule, 
and a fair reduction on cotton goods. 

Professor Frank William Taussig, in his discussion 
of the “Tariff Question,” analyzes the Wilson bill as 
follows: 


In not a few cases, the duties, while lower than those enacted in 
the McKinley act of 1890, were still higher than under the tariff 
act of 1883. As far as it went, it began a policy of lowered duties; 
but most of the steps in this direction were feeble and faltering. 
The act of 1894 was defended and attacked on the same superfi- 
cial grounds; and it happened to suffer from the contingencies of 
the moment. It went into effect shortly after an acute commercial 
crisis, and in the worst stage of a period of severe depression. The 
crisis and the depression were due, in this case as in all others, to 
a long and complex set of causes, some of them still obscure even 
to the best informed and most skilled observers. 

That the tariff act played any serious part in bringing them 
about, would not be maintained by any cool and competent critic. 
But the great mass of the public judged otherwise. The act had 
been followed by hard times; at best, it had done nothing to remedy 
them. Half-hearted in its provisions, unlucky in the time of its en- 
actment, it could make no warm friends, and earn no general ap- 
proval. 
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Professor Taussig’s analysis and criticism of the bill 
and its times are fair. The result was most unfortunate 
for the advocates of honest tariff reform. It resulted in 
giving the American market over to the exploitation of 
the protected interests for nearly two decades to come. 


CHAPTER XV 


DINGLEY AND PAYNE TARIFFS—CANADIAN 
RECIPROCITY 


Tue defeat of the Democratic party in the election of 
1896, after it had followed Grover Cleveland’s leader- 
ship for real and not simulated tariff reform, has often 
been attributed to a general revulsion of sentiment among 
the voters in favor of a protective tariff policy for the 
country. 

I became a member of the Congress about this time. 
For a number of years I represented a great industrial 
district. I have always been opposed, as a matter of 
principle, to the theory and the practice on the part of 
our Government, of a protective tariff policy; that is, 
the deliberate use of the taxing power of the Government 
to benefit one citizen at the cost of other citizens. I there- 
fore observed the drift of the times, the business condi- 
tions of the country, and the reactions of public senti- 
ment. 

There are probably a hundred issues in every Presi- 
dential election that make up the political equation and 
in part decide the result. No matter what may be the 
issue that most people are talking about, it is always dif- 
ficult to assert and prove the fact that the voters of the 


country decided any one issue in any one way. With this 
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apology for making the statement, let me say that the 
issue which elected Mr. McKinley President of the United 
States was primarily a financial one, influenced by the 
hard times and panic conditions that had rested on the 
country since the closing days of the Harrison adminis- 
tration, and not the desire of the people to be taxed to 
promote industry. Nevertheless, the elected Congress 
claimed that it had a mandate straight from the people to 
tax them, and the interest that was to be benefited thereby 
knew that the decree of the people had been rendered 
in due and ancient form, for it had already paid the 
price. 

When the Fifty-fifth Congress was called in extraor- 
dinary session by President McKinley on the fifteenth 
day of March, 1897, both.houses of the Congress by com- 
manding majorities were Republican in faith and for 
protection in sentiment. Thomas B. Reed of Maine was 
elected speaker of the House of Representatives, and he 
appointed Nelson Dingley, Jr., of Maine as chairman of 
the Ways and Means Committee, which was to write the 
new Tariff Bill the Congress had been called in special 
session to enact. 

Mr. Dingley was an interesting figure in our national 
life. He was borne in Maine, at Durham, in 1832; he was 
a graduate of Dartmouth College, and a lawyer by pro- 
fession; he had been governor of Maine. He was a hard 
student, a man of long experience in legislative procedure 
and enactments, of good judgment, and of a kindly, 
courteous disposition. He had the confidence of his 
féllow-members and an overwhelming party majority 
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to support his leadership. He had been a member of Con- 
gress for sixteen years before it fell to his lot to pilot the 
great revenue measure that bears his name through the 
House of Representatives. The task was a great strain 
on him physically and he died within two years of the 
passage of the bill. 

The Dingley bill was the law of the land for twelve 
years. The enactment was the legitimate son of the Mc- 
Kinley bill in its general features. It was as high in the 
taxes levied and as broad in the protection granted as 
was the Tariff Act of 1890; in fact, it broadened the 
theoretical scope of protection of industry by taxation, 
though in some schedules its rates did not exceed those 
of the Wilson bill. Improved machinery and abundant 
raw material had for a decade or more reduced prices of 
the heavy grades of manufactures of iron and steel and 
they were entering the foreign markets; but the master 
minds who controlled the industry at that time did not 
urge material increases of tariff rates. The bill, there- 
fore, in the main reénacted the rates of the Wilson bill 
for the metal schedule. 

The McKinley bill placed sugar on the free list, then 
gave the producers of sugar a bounty that netted them 
some thirty million dollars. This provision was wrong in 
principle, but at least it had the merit of being honest in 
fact, and allowed the taxpayer to know that his money 
was being used to enrich the producers of sugar. The act 
of 1894 repealed the bounty on sugar and levied a tariff 
tax of one cent a pound on refined sugar. The Dingley 
bill largely increased the tax levied on sugar; it responded 
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in revenue to the Treasury, and gave to the sugar people 
an opportunity to make a lot of money. It increased the 
rates on woolen goods, provided for in indefensible 
Schedule K, and made some reduction in cotton manu- 
factures. The bill was written in the interest of the manu- 
facturers of the country, and its rates, to a large extent, 
were dictated by them. 

The real test of a protective tariff bill from the stand- 
point of the protectionist is whether it cuts off competi- 
tion from abroad that results in lower prices to the con- 
sumer. Measured by this standard, the Dingley bill was 
about as perfect a protective tariff measure as the in- 
genuity of man could make it, without some of the brutal 
details that less experienced operators left behind them 
in the years to come. 

Notwithstanding the fact that a simulated protection 
had been given by paper enactment to American agricul- 
ture which in the main was of no value to the farmers, the 
country had reached the point in its economic history 
when continued advancing prices on farm necessities and 
advancing labor cost would soon destroy the natural ad- 
vantages of our agricultural States which must submit 
their surplus crops to the free-trade markets of the world. 
Instead of turning back—at that time it could have been 
done more easily than afterward—the policy was pursued 
by continued stimulation of manufactures and enhance- 
ment of the cost of living on the farm, until we are now 
reaping the harvest of our economic errors and are en- 
gaged in the vain endeavor to increase the food price 
without advancing the wage scale. 
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The Dingley bill stayed on the statute books for twelve 
years, a long life for a tariff bill, but it survived princi- 
pally because of the weakness of its opponents. Most 
of the tariff reformers were to be found in the ranks of 
the Democratic party. That party was so divided over 
other issues that it was many years before it was able 
to present a solid and aggressive battle-line favoring an 
honest revision of the tariff taxes downward. 

After Mr. Roosevelt became President there was a 
continued and insistent demand coming from tariff re- 
form advocates for a revision of the customs taxes down- 
ward. Mr. Roosevelt had always been classed as a 
moderate protectionist, but during his administration he 
apparently avoided a general revision of the customs 
taxes. 

Just before the Congress adjourned in the summer of 
1908, Sereno E. Payne of New York, the floor leader of 
the House and chairman of the Ways and Means Com- 
mittee, made a statement intended to go to the country 
as a promise on behalf of his party, that if a Republican 
President and Congress were chosen in the fall election, 
there would be an extra session of the Congress the fol- 
lowing spring and a general revision of the customs taxes. 
He did not say so, but the tariff reform advocates in the 
Republican party understood this to mean a revision of 
the taxes downward, and that understanding was un- 
doubtedly helpful in consolidating the ranks of the Re- 
publican party in the election in which William H. Taft 
was selected as the next President of the United States. 

When the Congress met in special session to write a 
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new tariff bill, which had been in course of preparation 
all winter, there was no excuse for its passage unless it 
was to be a revision downward. There was already on 
the statute books a Republican bill (the Dingley bill) 
reflecting all that in reason should be asked by the manu- 
facturing interests in the way of protection. The business 
of the country was good and labor was employed. There 
was no justification for making the law more prohibitive 
for protected commodities than it already was. 

I do not believe that was the purpose when the com- 
mittee first met. I was a member of the minority on the 
Committee on Ways and Means of the House and, though 
not in the confidence of the majority, I occupied a good 
observation post. It was the same old story over again; a 
Republican Congress cannot revise the customs tariff laws 
downward. It can’t be done, not only on account of the 
tradition of the party and because the Republican mem- 
bers have pledged themselves to the principle of protec- 
tion in general, but also because they are pledged to get 
as high rates for the manufactured articles in the home 
district or State as the producers may demand. When 
the time comes to vote, the congressman must join the 
combination of all other interested protectionists and 
grant what the others demand if he hopes to get what he 
has promised to his immediate constituents. 

Sereno E. Payne, whose name the Tariff Act of August 
5, 1909, was to bear, was sixty-six years of age and had 
been a member of Congress for a quarter of a century 
when the Payne bill became the Customs Tax Law of 
our country. He was a college graduate, and a lawyer by 
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profession; a man of intellectual ability, and thoroughly 
trained as a legislator. He believed it right to protect 
American manufactures against foreign competition, and 
thought that high prices always spelled good times. 

Both parties had promised to the country a revision 
of the tariff downward, and the taxpayer received in the 
end the most burdensome law the country had ever ex- 
perienced. By this time the burden of taxation in the in- 
terest of monopoly had grown so great and the issue had 
become so clear, that in the very moment of unchallenged 
success revolution developed in the vanguards of the vic- 
torious tariff army. Senator La Follette, who, nearly two 
decades before, was serving on the Committee on Ways 
and Means when the McKinley bill was passed, de- 
nounced the new bill in no uncertain terms, and Senator 
Dolliver of Iowa, who was a member of the House com- 
mittee that wrote the Dingley bill, stood on the floor of 
the Senate and branded the errors and iniquities of the 
Payne bill in words of masterly rhetoric. His speeches 
live in history, and were often quoted in the next political 
campaign, but the bill could not be stopped, as it was too 
well organized by those interested, who dictated its terms. 
It became a law and was the ultimate undoing of the 
political party that officiated at its birth. 

If it had not been that the war with Spain and the 
Philippine insurrection followed almost immediately 
after the passage of the Dingley bill and diverted the 
country from the problems of tariff reform and reduction 
of taxation, the Republican party would have lost the 
House of Representatives in the next election. Even as it 
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was, with a war sentiment to sustain them, they carried 
the House by only the majority of thirteen votes. After 
the Payne Tariff Bill became a law and the country rea- 
lized that the bill had been written in favor of monopolis- 
tic taxation, and that the promise to reduce customs taxes 
had been violated, there was not the shadow of a doubt 
that the next House of Representatives would have a 
Democratic majority. 

In the fall election of 1910 the Eastern States moved 
into the Democratic column in the House of Representa- 
tives by a most decisive and unusual vote. The West 
reacted into the so-called Progressive or independent 
column, and although there was no real alinement be- 
tween the independents and the Democrats, they voted for 
many of the proposals made by the Democratic majority 
in the Sixty-second Congress. 

In the Sixty-second and Sixty-third Congresses I was 
elected floor leader and chairman of the Ways and Means 
Committee, and therefore can speak with an intimate 
knowledge of the situation that developed during the time 
of those two Congresses. They embraced the period of 
the last two years of President Taft’s administration and 
the first two years that Woodrow Wilson was in the White 
House. The Democratic party had been returned to power 
in the House of Representatives with the promise that it 
would reform the tariff and lower the rates of duty. There 
was a great diversity of opinion among the members of 
the majority party, ranging all the way from those who 
believed in absolute free trade to those who favored pro- 
tection for their own constituents and were willing to re- 
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duce the taxes on the other fellow; but the great rank and 
file of the party were neither protectionists nor free trad- 
ers. They believed in collecting taxes at the custom-house, 
but they also believed the taxes should be levied for 
revenue only and not for the benefit of special interest. 

In the first two years of his administration President 
Taft had favored Canadian reciprocity. A bill to accom- 
plish that result by reducing the customs taxes between 
the United States and Canada had passed the House of 
Representatives under the leadership of his own party 
and with a large majority of the Democratic members 
voting for it, but it failed in the Senate. Before the meet- 
ing of the new Congress (Sixty-second), Champ Clark 
of Missouri had been designated by his party colleagues 
to be speaker of the House, and I had been selected to be 
leader and given the power, in collaboration with the 
members of the Ways and Means Committee, to organize 
the House. 

In the closing days of the old (Sixty-first) Congress, 
President Taft sent for me and told me that he was 
greatly distressed that the Canadian Reciprocity Bill had 
failed in the Senate. At this time the Democratic party 
did not have a majority in the Senate, nor did the Re- 
publican party. The Progressives, or independents, con- 
trolled the situation on economic questions. Knowing 
that I favored the proposition and that my party also 
favored it, the President asked if he called an extra 
session of the Congress would I agree that the Canadian 
Reciprocity Bill should again be passed by the House 
and allow the Senate to have all summer to act on it. He 
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also asked me to agree that we would limit the business 
of that session of Congress to the passage of the Re- 
ciprocity Bill. I told him that I should be glad to take the 
matter up with my party colleagues and inform him as 
to their decision at an early day. After conferring with 
other members of my party, I informed President Taft 
that the Democratic majority in the House would agree 
to pass the Reciprocity Bill as soon as he called an extra 
session, but that we would not agree to limit our legis- 
lative activities to that one bill. He called the extra ses- 
sion and the Reciprocity Bill finally became a law, but 
did not receive the ratification of the Canadian Parlia- 
ment. Sir Wilfrid Laurier, Prime Minister of Canada, 
went to his defeat on the issue. 

After the new Congress (Sixty-second) met and we 
had sent the Canadian Reciprocity Bill to the Senate, the 
question was before us as to what we would do in regard 
to the reformation of the customs tariff taxes. Knowing 
that we could not secure the enactment into law of a 
general customs tariff revision at that Congress, because 
as a party we did not control the Senate and the independ- 
ents were only partially with us, and because the Presi- 
dent was in alinement with the Payne Tariff Bill, which 
he had signed, I favored the passage through the House 
of Representatives of separate bills embracing the vari- 
ous schedules of a general tariff bill. In passing, let me 
-say that Schedule A relates to chemicals, Schedule B 
to earthenware, Schedule C to metals, and so on down 
the alphabetical list, separating the commodities taxed 
into schedules that were lettered instead of being num- 
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bered. Schedule K, then known as the “Infamous 
Schedule K,” embraced wool and woolen manufactures. 
The woolen manufacturers of the country, from the days 
just after the Civil War, were in close combination with 
the wool growers of the West and had been able, except 
for a brief period under the Wilson Tariff Bill, to domi- 
nate the Congress in the writing of their schedule. 

We realized that there was no revision of the tariff 
that would so greatly attract the attention of the coun- 
try and meet the approval of the voters as a revision of 
Schedule K, especially if we desired to secure its passage 
through the uncertain political alinement in the Senate. 
We ultimately passed a number of the schedules through 
the House, but first of all, after passing a bill to place 
certain articles on the free list, we introduced a bill mak- 
ing a real revision downward of the woolen taxes— 
Schedule K. 

A great many members of the House who held al- 
legiance to the Democratic faith insisted that raw wool, 
unmanufactured wool, should be placed on the free list 
in accord with the position taken by Mr. Cleveland and 
the tariff reformers when the Wilson Tariff Bill was 
enacted into law. I knew, of course, that to secure the 
best legislation that would relieve the toiling masses from 
exorbitant taxation and at the same time not shatter the 
artificial condition of wool manufacture in America it 
would be wise to place wool on the free list and then 
make a very great reduction in the tax on manufactured 
wool, but to do so would have been merely to pass the 
bill in the House and let it die in the Senate during the 
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summer. In my opinion, that would not have been an 
honest effort to pass reform legislation, nor would it have 
had the same political effect in the coming Presidential 
election as was accomplished by sending the bill to the 
President. We therefore finally agreed to make a reduc- 
tion of the taxes imposed by the Payne Tariff Bill on 
raw wool, and a very considerable reduction of the taxes 
imposed on manufactured wool, but to place neither on 
the free list. This bill went to the Senate and, with certain 
amendments increasing the rates, passed the Senate and 
went to conference. 

Senator Robert La Follette of Wisconsin headed the 
conference committee on the part of the Senate, repre- 
senting a combination of Democratic and Progressive 
votes that were responsible for the passage of the bill 
in the Senate. As chairman of the Ways and Means Com- 
mittee, I headed the conference on the part of the Demo- 
cratic House. In the beginning the conference deadlocked. 
My colleagues on the conference committee and I repre- 
senting the House were unwilling to agree to the higher , 
rates proposed by the Senate, and the Senate would not 
yield. Finally we agreed that, instead of having the con- 
ference held behind closed doors, we would open the 
doors and allow the public to understand the issues in- 
volved in the conference. After that the conferees on the 
part of the Senate agreed to some reasonable reductions, 
and we reported the bill back to the House, which agreed 
to the conference report. The Senate passed the amended 
bill and it went to President Taft, who vetoed it. The 
effort to make an honest reduction of the excessive tariff 
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rates in the wool schedule so impressed the country that 
it became the leading issue in the campaign of 1912 and 
helped to foment the break in the solidarity in the Re- 
publican ranks and to carry the Democratic party back 
into control of the executive and legislative branches of 
the Government. 

Before that Congress adjourned, a revision of the 
metal schedule, very greatly reducing the rates on iron 
and steel commodities, was passed by both houses, and 
went to the President to receive his veto. A free list bill 
taking out of the tax schedule certain commodities, such 
as agricultural implements, fertilizer ingredients, and 
other prime necessities like binding twine that the farmer 
must have with which to carry on his business, was also 
passed by the two houses and met with very general ap- 
proval in the country. Ultimately, when the new Tariff 
Bill was written and became a law in the Wilson adminis- 
tration, these articles all went on the free list. Their be- 
ing placed on the free list dd not injure any of the in- 
dustries that manufactured them. 


CHAPTER XVI 
DEMOCRATIC TARIFF 1913 


IN the fall elections of 1912 Woodrow Wilson was chosen 
President of the United States, and Democratic majorities 
were returned to the Senate and the House of Represen- 
tatives. The leading issue before the American people had 
been a revision of the customs tariff. The majorities re- 
turned to the two houses of Congress were not only Demo- 
cratic, but they sincerely favored a revision of the cus- 
toms taxes downward. 

As soon as the old Congress met in December, 1912, 
the Ways and Means Committee, which had been charged 
with a revision of the tariff, at once started on the pre- 
liminary work of writing the Tariff Bill. The bill be- 
came a law on the eighth day of October, 1913. Hear- 
ings were held and the Democratic members of the com- 
mittee formally drafted the act in almost all its details 
before Mr. Wilson was inaugurated President and before 
the new Congress met, so that on the twenty-second day 
of April, 1913, as chairman of the Ways and Means 
Committee of the House, I reported the bill to the House 
of Representatives and the House proceeded to its im- 
mediate consideration. 

So far as I can recall, there was unlimited opportunity 
offered for amendment of the bill, and closure was not 
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moved to limit debate at any time during its considera- 
tion. No other business was allowed to intervene and the 
bill passed the House without any material change or 
modification. As I made the report to the House, I can 
properly recall the conditions that confronted this legis- 
lation, and the purpose and method of reducing the taxes, 
by adopting as my own portions of the report that accom- 
panied the (H. R. 3321) House bill. 

The report said that in returning this measure to the 
House of Representatives the committee expressed its 
deep sense of the urgency of the tariff question, its belief 
in the necessity of prompt and thorough action, and its 
certainty that a remedy for existing conditions was earn- 
estly demanded by the public. The present condition of 
the revenue legislation of the United States is the result 
of many years of adherence to the protective tariff policy. 

This tariff is the result of peculiar circumstances and 
in no way represents the choice of the people. At the be- 
ginning of the Civil War the United States found itself 
with little taxation other than a low revenue tariff. The 
expenses of war made necessary the establishment of 
heavy internal revenue taxation, and along with it the 
imposition of correspondingly heavy customs duties, pri- 
marily designed to place domestic producers upon a basis 
of equality with foreign producers, who would otherwise 
have had the advantage, owing to the burden of domestic 
taxation under which the home producers were laboring. 

Despite pledges made by representatives of the people 
to remove the excessive protection at the close of the Civil 
War, this promise was never redeemed; the internal 
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revenue taxation was largely reduced after peace was re- 
stored, but tariff taxation was never returned to its ante- 
bellum basis. As a result of the unfortunate political 
situation of the times, interested persons succeeded in 
continuing the duties on the abnormally high level. Ex- 
cept for sporadic and usually unimportant changes made 
at long intervals, the general system of high tariff taxa- 
tion had been maintained from the close of the Civil War 
to 1912, save for a brief interval during 1894-1897 when 
the Wilson Tariff Bill was partially in effect. 

The tariff situation resulting from fifty years of high 
protective rates had gradually become intolerable. The 
dissatisfaction with the prevailing duties expressed itself 
in so unmistakable a manner as to lead to a demand for 
a revision of the rates, which resulted in the enactment of 
the disappointing duties carried in the Payne Tariff Bill. 

Between the enactment of the Dingley act and the 
Payne revision, conditions of production and of business 
organization had greatly changed, so that the old rates 
upon many commodities had become prohibitive. A very 
great and increasing dissatisfaction on the part of the 
consuming masses, due to the advancing prices and the 
cost of living, constituted the important factors in the 
situation. Tariff revision in 1909 was politically unavoid- 
able, and thecountry had reason to expect of the party in 
authority a modification of the extreme policy which had 
for many years been creating and aggravating customs 
tax abuses. 

The expectation of redress under the act of 1909 was 
blasted. This measure, if anything, made worse the con- 
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ditions which had given rise to its passage. It brought no 
real reduction in the level of rates of duty prevailing, and 
for some commodities resulted in advances, due largely to 
reclassifications which concealed the real rates. 

A careful study and analysis of the economic condi- 
tions that had developed between the time when the Ding- 
ley bill was passed and the inauguration of President 
Wilson were made in close connection with working rates 
of the proposed new law. Many of these conditions had 
resulted from the overstimulation of industry by dam- 
ming back competition at the custom-houses. The people 
benefited by this artificial condition were comparatively 
few, and the burdens often had to be borne by those less 
capable of carrying them. 

Probably the most striking economic change that had 
developed since the enactment of the Dingley bill in 1897 
had been the tremendous increase in the cost of living. 
The statistics showed that the relative wholesale price 
increased enormously from 1897 to 1910. Farm products 
increased from 85 to 93 per cent., clothing from 91 
to 123 per cent., metals from 86 to 128 per cent., and 
there were like increases as to most of the commodities 
that went to make up the cost of living. 

Of course, it cannot be denied that within this period 
of time there was a very large increase in the consolida- 
tion of competing manufacturing companies into single 
organizations, and a resultant reduction of competition 
in the home market. There was also a rapid growth in the 
population of the country, and in many essential com- 
modities the domestic production failed to keep pace with 
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the home demand. The demands of the protective system 
had been influential in maintaining a rapid rate of de- 
pletion of the country’s natural resources, with the ul- 
timate result that the manufacturer continually had to 
Meet pyramiding prices for the raw material used in the 
operation of his plant. 

Another condition that confronted the country as to 
its ability to produce and sell to the consumers at reason- 
able prices was that the overstimulation of prices in a 
market sheltered by a tariff monopoly encouraged the 
maintenance and continual existence of obsolete plants 
and methods in many lines of industry, where an undue 
portion of exaggerated profits had been distributed to 
stockholders rather than used for renewals and better- 
ments and the adoption of new business methods. This 
was peculiarly true in the textile industry, where the cus- 
toms taxes were the greatest, and much less true in the 
iron and steel industry, where there had been a gradual 
and continual reduction of customs rates from the period 
immediately following the Civil War. 

The Payne Tariff Bill had been written on the theory 
of balancing the cost of production at home and abroad 
by a tax on imports. The theory, belonging to the pro- 
tective tariff advocates as an excuse rather than a method, 
is not a practical one, and the rates adopted in the Payne 
bill in almost every instance were far above an equation 
that would balance the cost of production existing be- 
tween goods of foreign make and home manufactures. 
The Democratic Tariff Bill of 1913 was not a free-trade 
bill, although it placed many articles on the free list. It 
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was not made for the purpose of fostering domestic pro- 
duction. Its direct purpose, whether it achieved it or not, 
was to reduce all customs tariff taxes to a point where they 
would not interfere with reasonable competition from 
abroad, in order to place the basis of the legislation en- 
tirely on the intent to raise revenue for the Government. 

The real purpose to be accomplished by the reduction 
of the tariff downward was clearly expressed in the re- 
port, which asserted as the basis for legislation: 

1. The establishment of duties designed primarily to 
produce revenue for the Government and without thought 
of protection. 

2. The attainment of this end by legislation that would 
not injure or destroy legitimate industry. 

It is a fact that in some lines of business the system 
of protection has been carried to such a point as to put 
business into an artificial condition, and to induce the 
building of many establishments not needed and so un- 
economically conducted as to preclude them from doing 
business except by virtue of special favor granted them 
through Government action. If these establishments stood 
alone to-day, there would be no reason why the special 
privileges accorded to them should not be instantly wiped 
out. If, as a result of the elimination of excessive pro- 
tection, ill-equipped and badly organized factories should 
find it necessary to discontinue operations, the country 
would be the richer on that account, since its capital and 
labor would be diverted into productive channels, and it 
would be enabled to devote itself exclusively to healthy 
enterprises yielding a reasonable return. 
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Business enterprises which have been artificially 
created at an unwarranted expense do not stand alone, 
but have staffs of employees who are immediately con- 
cerned in their maintenance and to whom the necessity 
of shifting their occupation would be a hardship. There 
are complex commercial relationships partially developed 
under, or dependent on, the existing tariff which it would 
be unfair and unwise suddenly to disturb. This does not 
mean that there should never be a beginning in the task 
of eliminating these evils. On the contrary, it shows the 
necessity of beginning the task promptly. Further, it 
emphasizes the necessity of carrying through the transi- 
tion to a state where business enterprises will be obliged 
to rest upon their own bases without government support, 
in such a way as to avoid unnecessary jars to trade and to 
give every opportunity for reasonable adjustment, so that 
the shift may be made without unnecessary displacements 
of labor and capital. 

The facts the Ways and Means Committee had in 
mind in the preparation of the new bill H. R. 3321, and 
the changes in law made, were: 

1. To eliminate protection of profits and to cut off the 
duties that enable industrial managers to exact a bonus 
for which no equivalent is rendered. 

2. To introduce in every line of industry a competi- 
tive tariff basis providing for a substantial amount of im- 
portation, to the end that no concern should be able to 
feel that it had a monopoly of the home market gained 
other than through the fact that it is able to furnish better 
goods at lower prices than others. 
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It was felt that tariff schedules aiming at these two 
conditions could damage no legitimate industry and were 
the least that could be asked by those who desired the 
consumer to be safeguarded in some measure against 
exploitation by monopolies that were practically dictating 
prices in the home market. 

In the make-up of the bill there were some few in- 
creases made to obtain revenue on items that had been 
discarded in the years gone by from the list of protected 
commodities in past legislation. In the chemical, oil, and 
paint schedules there were some striking reductions made, 
but the schedule also contained a number of articles on 
which either no reduction was made, or in some cases 
slight advances were provided for. 

In Schedule B, earthenware and glassware, the or- 
dinary earthenware was relatively low for a protective 
tariff measure carrying an average duty of about 25 per 
cent.; the new bill reduced it to about 15 per cent. Many 
of the heavy articles in the iron and steel schedule, 
Schedule C, were placed on the free list, and of the re- 
mainder almost all were reduced to one half the then ex- 
isting law. In Schedule D, wood and the manufactures 
of wood, a great many of the articles were placed on the 
free list and a very considerable reduction made on the 
rest. The action of the committee in regard to rates of 
duty on sugar showed a recognition of the commercial 
conditions involved, and also the desire of the committee 
to respond to the public demand to relieve the public of 
the tax where it would be felt the most. An immediate 
reduction was ordered, with the provision that the tax 
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should be entirely removed by the first of May, 1916, and 
thereafter sugar should go untaxed. This provision would 
undoubtedly have been carried out in its integrity had 
it not been for the war in Europe in 1914 that cut off 
European exports to America and reduced the revenues. 
Subsequent legislation continued the tax on sugar as a 
revenue producer. There was practically no change made 
in the tax on tobacco and spirits, as they were regarded as 
luxuries and were distinct revenue producers. In an ef- 
fort to relieve the consumer and to mitigate the high cost 
of living, Schedule G, which deals with agricultural prod- 
ucts, was thoroughly revised and important reductions 
made therein; for instance, horses valued at more than 
$150 were cut from 24 per cent. to 10 per cent.; cattle 
from 27 per cent. to 10 per cent.; sheep from 15 per cent. 
to 10 per cent.; barley from 43 per cent. to 23 per cent.; 
macaroni from 34 per cent. to 23 per cent.; hay from 43 
per cent. to 26 per cent. Other like changes were made, 
the general effect being a very material reduction in the 
heavy taxes imposed on imported food. In Schedule I, 
relating to the manufactures of cotton, cloth was reduced 
from 42 per cent. to 26 per cent., clothing from 50 per 
cent. to 30 per cent., gloves from 89 per cent. to 35 per 
cent. The taxes in Schedule J, flax, hemp, and jute, and 
the manufactures thereof, were reduced to about one 
half of what they were under the then existing law. 
Schedule K, dealing with wools and woolen manufac- 
tures, which had been the center of criticism for many 
years, was given unusually careful study and considera- 
tion by the committee. The result was that raw wool was 
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placed on the free list and the tax reduced on yarns from 
79.44 per cent. to 20 per cent.; on blankets from 72.69 
per cent. to 25 per cent.; on flannels from 93.29 per 
cent. to 25 per cent. and 35 per cent., according to value; 
on dress goods from 99.70 per cent. to 35 per cent.; on 
clothing from 79.56 per cent. to 35 per cent.; on web- 
bings from 82.07 per cent. to 35 per cent.; and on car- 
pets from rates ranging from 50 per cent. to 88 per cent., 
to rates ranging from 20 per cent. to 50 per cent. In 
Schedule L, relating to silk and silk goods, the taxes were 
reduced more than one half; the same was true of 
Schedule M, which deals with paper, books, and simi- 
lar articles; and Schedule N, which deals with various 
sundries, was reduced in proportion with other schedules 
of the bill. 

The free list was greatly enlarged, and those articles 
that especially affected the farmers of the country, such 
as agricultural machinery, binding twine, and fertilizer 
ingredients, were placed on the free list. As I have al- 
ready stated several times, general averages are not al- 
ways indicative of real results in determining the tax 
equation imposed. I refer to them in the foregoing para- 
graph merely to show the trend of the legislation. 

Four years intervened between the passage of the 
Payne bill and the writing of the Democratic Tariff Bill 
of 1913. The economic conditions of the United States 
had not materially changed in the meantime. There was 
no material change in the amount of money in circula- 
tion, or in financial credits, so that in reviewing the 
averages between the two bills we come somewhere near 
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the ascertainment of the real difference in the taxes levied 
when we state that the general average of taxes under the 
Payne bill for 1912, the year before it was repealed, was 
40.12 per cent., and the general average under the new 
bill based on the same imports and same values at the 
custom-house was 26 per cent. The average rates under 
the Democratic Revenue Bill were only 1 per cent. higher 
than the average rates under the Walker tariff of 1846; 
and when you consider the business conditions and 
financial status of the country in 1846 as compared with 
that of 1913, the burden of taxation was really much 
less than under the great revenue act passed in the Polk 
administration. 
In presenting the bill to the House, I said in part: 


The Democratic party stands for a tariff for revenue only, with 
emphasis upon the word “only.” We do not propose to tax one man 
for the benefit of another, except for the necessary revenue that we 
must raise to administer this Government economically. 

Then how do we arrive at a basis in writing a Revenue Tariff 
Bill? We adopt the competitive theory. We say that no revenue can 
be produced at the custom-house unless there is some competition 
between the products of foreign countries and domestic products; 
that if you put the wall so high that you close the door to importa- 
tion, no revenue can be raised, and that if you want to raise reve- 
nue at the custom-house you must admit some importations before 
the tax will fall upon them and revenue be derived. 

You [speaking to the Republican side] have for fifty years 
played favorites. You have given to your chosen minions the power 
to tax the American people by building prohibitive tariff walls, 
and you have opened the gates of those walls to get revenue from 
those for whom you did not care. In this bill we have not been able 
at one fell swoop to wipe out all iniquities, the injustices, and the 
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favoritism that you have ingrafted on the body politic in the five 
decades. But so far as this committee and our party is concerned 
we have played favorites with no man. No favored manufacturer 
has sat behind the closed doors of the Ways and Means Committee: 
to dictate the taxes that he should be allowed to levy on the Amer- 
ican people. 

The real question that we have to consider is that of the rights. 
and interests of the consuming masses of the American people. The 
question of industry in this country is, and from our standpoint 
must always be, second to the rights and necessities of the great 
American consuming public. 


The Democratic Tariff Bill of 1913 not only greatly 
reduced the taxes the consumer had to pay to the Gov- 
ernment and the indirect burdens imposed by the pro- 
ducer, but it also reduced the revenue collected by the 
Government at the custom-houses. This reduction of 
revenue was intentional, not accidental. During the en- 
tire period of our national life, except in the débdcle of 
the Civil War, the great volume of the revenue collected 
had been through customs or internal revenue taxes, 
which fell largely on the consumption necessities of the 
masses and not on the accumulated fortunes of the rich. 

The new bill, for the first time in the permanent peace 
legislation of the United States, enacted legislation that 
placed a fixed and permanent tax burden on the wealth 
of the country by imposing a tax on the income derived 
therefrom, as well as on earned incomes. The tax im- 
posed was most modest in comparison with present-day 
legislation, but it blazed the way to the drafting to its 
proper service in the revenue producing function of gov- 
ernment the individual wealth of our people. This wealth, 
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which had always received the protection of the National 
Government but before this time had escaped the burdens 
of taxation, was now required to contribute its share to- 
ward the expenses of our country. 

The tax imposed did not affect incomes below four 
thousand dollars for married people and three thou- 
sand dollars for those unmarried. Above that amount 
the tax was 1 per cent. up to twenty thousand dollars, and 
from there on gradually increased until it reached its 
maximum rate, when the increased tax of 7 per cent. was 
levied on all incomes over half a million dollars. As I 
have said, the reduction of tariff taxes was not only to 
lessen the burden of the consumer, but to make an op- 
portunity to levy a tax on wealth and not unduly in- 
crease the income of the Government. 

Taxation is only just when it is imposed to meet the 
honest and economical needs of the Government; and to 
be absolutely just and righteous it must be equally dis- 
tributed so that the burdens may fall most heavily where 
the greatest benefits are derived. There can be no con- 
troversy as to the greater protection the citizen that pos- 
sesses wealth receives from the Government in excess of 
the protection given to the poor. As long as the tax im- 
posed fell largely on consumption, the burdens were un- 
fairly imposed in view of the benefits derived, as the 
necessities of the poor for food and clothes consumed, 
compared with like expenditures on the part of the rich, 
did not provide a fair equation on which to ascertain the 
amount of taxes to be levied and collected. 

The justice of the income tax lies in the fact that it 
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levies no tax when the income does not exceed the cost of 
life’s necessities, as fixed by the law’s exemption, and 
falls only on those who have reaped the harvest in the 
fields of plenty and out of their surplus abundance are 
able to pay without curtailment of the real needs and 
real wants of life. 

It is not my purpose to go into a detailed considera- 
tion of the merits of the income-tax legislation inau- 
gurated in this bill, or to recount its changes and its his- 
tory in the years to come. The method» of taxation has 
been accepted by the country as so fair and just that no 
political party dare propose its abandonment for the older 
policy of indirect taxation. When the burdens of the 
great war fell upon our people, our Government had the 
machinery of law at hand to collect from the wealth of 
the nation the revenue to carry on the war, in large part, 
and it may be truly said a modern war could not be 
financed without the imposition of an income tax on 
wealth. 


CHAPTER XVII 
DRAFTING TARIFF TAXES 


For sixteen years, as a member of the Ways and Means 
Committee of the House of Representatives, I listened to 
the arguments presented by the manufacturers, farmers, 
business men, lawyers, importers, and, indeed, men and 
women from every profession and vocation in life. They 
gave the facts and reasons why in their opinion this or 
that article of commerce should have a privileged status 
under the customs tax laws of our country. Sometimes 
they wanted the article on the free list so that they might 
buy it without the burden of paying tribute to our Gov- 
ernment. More often they desired high taxation on the 
imported article in order that the domestic substitute 
might sell for an uncontested price in the home market. 
The reasons they gave were almost as numberless as the 
sands on the seashore, and the facts they presented fol- 
lowed the entire gamut of production and consumption 
in the manufacturing and agricultural life of the nation. 

When we accepted, without reserve, the testimony of 
the witnesses, we were bound to admit that truth was often 
stranger than fiction. Most of the witnesses were quite 
well informed about their own business affairs and many 
were quite candid in making their statements as to the 
cost of production and transportation; but few, very 
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competitors’ business, and were often given to the prac- 
tice of exaggerating to their own advantage what little 
they knew about their business adversary. So when you 
came to reconciling the various statements in an effort 
to reach a conclusion as to the production cost of an ar- 
ticle made either at home or abroad, it was almost impos- 
sible of accomplishment if you were disinterested and 
merely a seeker after the truth, for as a rule the con- 
fusion of facts led in every direction. Of course, there 
were always sufficient facts, if they may be called facts, 
in the record on both sides in every equation involved, 
to allow a partisan advocate or judge to prove almost any 
case he desired. When you came to consider the theory or 
to work out a method on which you could hang the fabric 
of your special taxes, either for the benefit of humanity 
at large or for the uplift of the privileged class, there was 
spread before you by those who sought to guide your 
judgment a wider range of vision than even that em- 
braced in the facts of the case. 

In the last analysis, notwithstanding the matters of 
fact and the confusion of thought that confront one in 
establishing the customs tax laws of a great country, the 
real right or wrong of the equation is whether in the long 
run it is best for the peace, happiness, and prosperity of 
the people, en masse, of our country, not somebody else’s 
country, by the use of the Government’s taxing power, to 
erect an artificial barrier at the border line of the nation 
to prevent the natural and easy flow of commerce com- 
ing in or going out—that is, whether you will restrict 
trade or leave it free. There is where the principle lies, 
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and after you have ascertained it to your own satisfac- 
tion, all the rest is merely righteous adjustment to meet 
your theory and the conditions that confront you, or it is 
unrighteous camouflage to meet unholy desires. 

A great many methods have been formulated and sug- 
gested as the plan or rule for the formulation of tariff 
legislation. So far as I know, no plan or rule can or will 
ever govern the equation and produce the legislation that 
the Congress desires to write. Of course, if you believed 
absolutely that there should be no tax barrier at the cus- 
tom-house, the plan would be a very simple one: the 
repeal of all legislation that levied taxes on imported 
goods. Or, if you believed absolutely that everything that 
could be manufactured or produced in the home market 
should be protected against competition coming from 
abroad, and that the entire American market belonged 
to the American producer and the American workman, 
there would be no difficulty in formulating your method 
of legislation; you would merely have to put the tax 
high enough to cut out the flow of all the importations 
coming into the home market. But neither of these equa- 
tions has ever existed in the impulse that directs the legis- 
lation of the Congress. 

There are a few free traders, honest and sincere in 
their desire to pull down all the barriers, but as a rule the 
low-tariff man believes in collecting revenue at the 
custom-house. There may be a very wide range of view- 
point in regard to how much revenue should be collected 
and what is the best way to collect it, but his viewpoint is 
that the tax should be levied for revenue only and not 
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for the direct purpose of aiding production, raising 
wages, or stimulating prices behind the tariff wall. 

The real protectionist is more interested in fostering 
industry than in raising revenue. He recognizes that 
revenue cannot be collected, no matter how high or low 
the tax may be, if no goods come through the gates of the 
custom-house. He is usually more directly interested in 
the effect of the legislation on articles of commerce pro- 
duced in his own State or his own district than he is in 
those produced in the country at large. Almost without 
exception the real protectionist who believes as a matter 
of right that his constituents are entitled to have the ex- 
clusive home market in which to sell the products of 
their labor favors a formula that will make the tax on 
those products as nearly prohibitive as possible, and be- 
lieves in the collection of revenue by the admission of 
articles through the custom-house that come in competi- 
tion with the production of some other part of the coun- 
try. 

So, you cannot write a plan or method that will apply 
to an entire tariff bill which will ever meet with the 
approval of the great majority of the members of Con- 
gress. I have known one or two men who were sincere 
protectionists that wanted as near a prohibitive tax as 
they could get in favor of the manufacturers in their own 
districts or States, and were willing to give like protec- 
tion to everybody else, but they were few and far be- 
tween. 

A protective tariff in its entire integrity is the legis- 
lative enactment ‘of class selfishness, no matter what the 
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theory may be or what the justification otherwise for writ- 
ing it. This statement is illustrated in every tariff bill 
that has been written and in every debate that has ever 
taken place on legislation of this kind. The manufacturer 
of a finished product always wants the tax high enough to 
protect his home market from competition; but at the 
same time, no matter what he may say about it, he al- 
ways wants to buy his raw material as cheaply as he can 
and have the tax on its importation as low as possible, or 
have it admitted free of duty. 

In the days before the Civil War when protective tariff 
bills were written, there was a direct legislative battle 
always impending between the producer of raw material 
and the manufacturer of the finished product. This issue 
became so acute that, in the days immediately following 
the war between the States, those who desired a tax on 
raw material and those who were demanding free raw 
material carried the issue to a point where the combat 
was likely to destroy both. The result was avoided in the 
woolen schedule at the famous convention that met at 
Syracuse, New York, in 1865, in which the woolen and 
carpet manufacturers reached an agreement with the 
sheep growers as to the rates of duty that should be 
levied on raw material and manufactured wool. 

This agreement was afterward enacted into law by 
the Congress and fixed a standard that directed the course 
of customs tax legislation for the future when it was writ- 
ten by those who favored a protective tariff. Nevertheless, 
the manufacturer of woolen goods not only feels but 
knows that the development and prosperity of his busi- 
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ness are seriously hampered and interfered with by a tax 
on the importation of raw wool; the history of the in- 
dustry has proved it. 

Of course, there have been times when the wool manu- 
facturer has made very large profits, sometimes due to 
war conditions, sometimes due to great prosperity and 
very active markets for woolen goods at home; but the 
American wool manufacturer has never been able, un- 
der the fostering care of a protective tariff taxing his 
raw material, to enter the markets of the world and de- 
velop the sale of his goods beyond the seas. On the other 
hand, the iron and steel manufacturer, when the war be- 
tween the States closed, had relatively as high a tax on 
the foreign product that competed with the output of his 
factories as did the wool manufacturer, yet the tax on 
his raw material at every congressional revision of the 
customs taxes came down, and there was also a reduc- 
tion in the tax on the finished product. 

It is true that there were some dead furnaces and mills 
left by the wayside, but that is the natural result of chang- 
ing conditions in all business, as in all life. Bad business 
fails; good business prospers. In the end the iron and 
steel manufacturer, in many products, drove his business 
beyond the seas, established profitable markets for the 
product of his toil in the Occident and in the Orient, in 
the free trade markets of the world, and when the Demo- 
cratic Tariff Act of 1913 became a law, placing the heavy 
products of iron and steel manufacture on the free list, 
the well organized mills and furnaces marched on suc- 
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cessfully without serious diminution of profits and with- 
out the divorcement of the laborer from his job. 

A fair illustration of the desire of some producers to 
have cheap raw material is the boot and shoe schedule. 
The tax on the importation of boots and shoes under the 
act of 1883 was 30 per cent. or its equivalent, which 
gradually came down in the various tariff enactments to 
15 per cent. In the Payne bill a tax was levied on the 
importation of hides. When the act of 1913 was written, 
boots and shoes and hides were placed on the free list. 
Before that time the boot and shoe manufacturer had 
developed a foreign market. He continued to control it 
after the articles he was interested in were placed on the 
free list. When the present tariff law, the Fordney bill, 
passed the House, those interested in protection placed a 
tax on both shoes and hides. The manufacturer of shoes 
immediately rose in protest against the tax on his raw 
material and came to the United States Senate request- 
ing that both taxes should be taken off, which was ul- 
timately done on the motion of Senator Lodge of Mas- 
sachusetts, a sincere protectionist and then the leader 
of the Republican party. I say this merely by way of illus- 
tration that even on articles that are affected by tariff 
taxation and are produced at home, there is no formula 
that can be worked out satisfactorily to the protected in- 
terest in regard to all of them. 

The platform of the Republican party adopted im- 
mediately before the Presidential campaign of 1908 
announced, as the theory on which the tariff should be 
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revised and a new bill written, that it favored a reve- 
nue duty on imported articles that would equal the dif- 
ference in cost of production at home and abroad. In 
other words, the party claimed it wanted to maintain 
equal opportunity in the American market for both do- 
mestic and foreign producers. As a matter of fact, this 
was impossible to accomplish; and also, as a matter of 
fact, it was not what the American manufacturer favor- 
ing protection wanted or intended to have. The reason 
it is impossible of accomplishment is because there is no 
way in which any set of men, either in Congress or out 
of it, can ascertain with any degree of certainty the dif- 
ference in cost of production of any article at home or 
abroad. 

The cost of production of home articles in mills lo- 
cated in the same State will vary to a very great extent. 
One manufacturer has old machinery and poorly or- 
ganized labor; his cost of production is much greater than 
his competitor’s, but he may stay in the market and sur- 
vive with profits because he has a better selling organiza- 
tion than his competitor. There are a hundred equations 
that go to make up the balance in every mill and factory. 
Of course, this is equally as true of the foreign mill and 
factory as it is of the one at home. 

When you endeavor to take stock of your theory and 
balance the cost of production at home and abroad, will 
you make your comparison between the best mill and 
factory in your own country with the best mill and fac- 
tory in the foreign land? Will you make it between the 
least well operated mill at home and the least well 
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operated mill abroad? Or will you take the mill of cheap- 
est cost production abroad and compare it with the one 
of highest cost production at home? If you take as your 
basis of calculation only the mills which can produce at 
the cheapest price, you will undoubtedly allow compe- 
tition in the home market that will affect the mill of high 
cost production. If you take as your basis the comparison 
between the mill of high cost production at home and 
low cost production abroad, you will build a tariff wall 
that is not only protective but practically prohibitive so 
far as the importation of that particular class of goods is 
concerned. 

It must be apparent to every one that a policy intended 
to conserve the manufacturing classes at home would fall 
far short of the equation if it was based solely on the 
difference between the foreign and the domestic cost. By 
way of illustration, assume that an exact balance of cost 
was ascertained between the production of pig iron and 
woven fencing wire in the United States and in Ger- 
many. The cost of transportation would at once enter 
the field of competition. Pig iron would come to the east- 
ern seaboard at a very low rate of freight, because it 
could come as ballast. Instead of a ship’s carrying rock 
for ballast, it would carry pig metal. The American com- 
petitor would pay inland freight rates from Chicago, 
Pittsburgh, or Birmingham. At the seaboard the German 
iron would have the advantage as the equation was bal- 
anced. In other respects, of course, as soon as the iron 
began to move westward into the interior, the favorable 
balance would become an adverse one. A ton of ocean 
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freight is measured by space, not by weight; woven fence 
wire weighs but little comparatively and occupies a very 
large amount of space for its weight. The cost of ocean 
transportation is very high in comparison to the value 
of this product, even more so than inland freight rates; 
therefore, if the fence wire left the foreign market on 
equal terms of cost of production with the domestic wire, 
the freight rate would give the domestic product the ad- 
vantage of the equation even in the market at the sea- 
board. 

The Democratic party has adopted as its political slo- 
gan and as its economic theory in writing customs tax 
legislation that it favored tariff taxes at the custom- 
house that were levied for revenue only. No matter how 
sound this statement may be in principle, it was illusive 
in fact; it was far from being ascertainable. 

When the schedule tariff bills came before the House 
of Representatives in the administration of President 
Taft, in presenting some of them to the House I an- 
nounced that the principle that guided their formation 
was the endeavor on the part of the authors of the bills 
to write rates of taxation on each article that would be 
productive of at least reasonable competition on the part 
of the foreign article with the home-made article in the 
domestic market. In other words, I announced, repre- 
senting the views of the Committee on Ways and Means 
that drafted the bills and of the Democratic majority that 
accepted them, that we insisted that no article at the 
custom-house should bear a tax so high as to entirely cut 
off importations and entirely destroy competition coming 
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from abroad with the domestic article of like make. Later 
on, the plan of procedure became known as the “com- 
petitive theory” for writing tariff legislation, and was 
called the ‘‘competitive tariff.” 

In the Sixty-third Congress, when I reported to the 
House on the twenty-third day of April the Tariff Bill 
of 1913, which after amendments on the part of the Sen- 
ate became the law, I stated: 


We adopt the competitive theory. We say that no revenue can 
be produced at the custom-house unless there is some competition 
between the products of foreign countries and domestic products; 
that if you put the wall so high that you close the door to importa- 
tion no revenue can be raised, and that if you want to raise reve- 
nue at the custom-house you must admit some importations before 
the tax will fall upon them and revenue be raised. 


This was not an effort on my part or on the part of 
the Democratic members of the House who cooperated 
with me to establish, either as a theory or as a principle, 
the idea of writing all customs tax legislation under the 
formula of competition at the custom-house; it was in- 
tended merely as a test to ascertain whether the tax that 
was levied was in substance a prohibitive tax cutting off 
revenue, or whether the tax would allow a reasonable 
revenue to be collected by the Government on the im- 
ported article. 

And from that standpoint I think it is the only test 
that is an absolute one, as I have already said it is im- 
possible to ascertain the facts that would enable you fairly 
to balance cost of production or cost of transportation. 


196 Drifting Sands of Party Politics 


More than that, if you once worked out the equation 
satisfactorily and truthfully, it is one that is as changing 
as the moving tides. What would be a complete answer 
to-day would be a false answer to-morrow. But the vol- 
ume of importation is an absolutely ascertainable fact, 
except in so far as smuggling may affect the equation. 

The amount of production and consumption of any 
given article is also an ascertainable fact within reason- 
able degrees of certainty. Knowing the quantity and value 
of the imported commodity that comes in at the custom- 
house, and knowing the consumption and production of 
the competing article of domestic make, you can ascertain 
almost with mathematical certainty the degree of com- 
petition that is authorized by the rate imposed. 

You will find that this viewpoint is not combated seri- 
ously by men who believe in free trade or those who hon- 
estly favor a tariff for revenue only; but it is immediately 
challenged in the hearts and minds of those who believe 
in and favor a protective tariff system. They have good 
reasons for objecting to it. In the first place, it is a rule 
of procedure that the public can understand; in the next 
place, it is a rule of procedure in which the facts neces- 
sary for its establishment are ascertainable with a rea- 
sonable degree of certainty and can be proved. It is a 
rule which, if adopted and the result given publicity to 
the American people, would show conclusively the un- 
reasonableness of many of the tariff taxes that are im- 
posed under the guise of protecting from unreasonable 
competition American labor and the American manu- 
facturer, because it would demonstrate conclusively that 
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most of the taxes fixed and levied were prohibitive and 
cut off importations entirely. When I say entirely, of 
course I mean so far as any competition results there- 
from. 

Under the present law and under past protective tariff 
laws you will find some little importations of articles, 
even where the tax is prohibitive from a general business 
standpoint. But when the imports coming in are less than 
one half of 1 per cent. as compared with the volume of 
similar articles consumed in the American market, you 
may say without exaggeration that the tax levied is pro- 
hibitive, both in so far as collecting revenue and foster- 
ing competition are concerned. 

Under the Dingley bill, the Payne bill, and the Ford- 
ney bill a careful analysis will demonstrate that this is 
true concerning a very large number of the articles taxed 
at the custom-house. So, in the last analysis, you come 
back to the principle as to whether the taxing power of 
the Government should be exercised for the benefit of 
special classes in industry, or as to whether the utmost 
freedom commensurate with raising reasonable revenue 
for the Government is to the best interest of the American 
people and will foster and promote most satisfactorily a 
growing and expanding commerce. 


CHAPTER XVIII 
PROTECTION AND REVENUE 


THERE is no sacredness in a principle that does not ap- 
ply to the case in hand, for there it ceases to be a princi- 
ple. The whole world will agree to the principle “thou 
shalt not steal.” Whether they live up to it or not, they 
accept it, as the diplomats say, “in principle.” So it is 
with the use of the great powers of the Government: the 
use of them merely to subserve private interest is un- 
righteous, to say the least, but their exercise to advance 
the common weal of the country is commendable. 

Even so is the subversion of the taxing power of the 
Government merely to advance private interest, it matters 
not whether it be capital or labor involved. If I be right 
in my premise, then we must try the case of a protective 
tariff tax not from the standpoint of individual benefit but 
from the larger vision, the public good. We must de- 
termine by our verdict whether or not there is a govern- 
mental necessity for the tax, or if its protective tenden- 
cies work only to the good of the whole people of the 
country. 

To begin with, probably no legislation in the whole 
gamut of legislative enactments has been so falsely in- 
terpreted or unduly praised or blamed as the laws levy- 
ing taxes that embarrass the entrance of imported goods 
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into our country. The reason is apparent: the results of 
such legislation invade the meanest tendency that human 
nature is subject to, and that is inordinate selfishness. 

“Tf self the wavering balance shake, ’tis rarely right 
adjusted,” and when the individual tries the case from 
the standpoint of What does it do to me? Am I benefited? 
patriotic consideration of our country and the common 
good of all the people shortly become lost in the fogs of 
self-interest, and the argument becomes Machiavellian 
in its aspect, intended more to attain the object sought 
than to prove an economic truth. 

One of the serious mistakes that are more often made 
than otherwise by both the advocates of high protection 
and revenue duties is that an imposition or increase of 
taxation on imported merchandise will immediately pro- 
duce an increase in the price of similar articles of do- 
mestic production in the home market. Although in most 
instances the damming back of foreign goods at the 
border line tends to increase selling prices at home, it 
does not always follow either in whole or in part. 

There are conditions under which the imposition of 
a tariff tax, no matter how high it might be, would not 
affect the selling price of the article at home in the slight- 
est degree. There is a measure of competition between 
long staple cotton produced in the United States and 
foreign lands, but there is no competition in the home 
market, under free-trade conditions, with the short staple, 
commonly called upland, produced in America. No mat- 
ter how high the tax might be levied on imports coming 
from abroad, the price would not be increased, as the 
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price is regulated solely by the equation of the supply 
produced at home and the world’s demand. 

When the Dingley bill was under consideration, some 
Southern protectionists proposed a tariff tax on raw cot- 
ton, but Mr. Dingley refused to accept the suggestion. At 
that time short staple cotton was selling in the local 
markets for five or six cents a pound. In the course of a 
few years it advanced, because the supply was not keep- 
ing up with the world’s demand, to eight and ten cents 
a pound. I have often wondered what effect it would 
have had on American politics if Mr. Dingley had ac- 
ceded to the spurious demand, instead of rejecting it. 
Certainly by this time the speeches and papers written 
to show that the tax levied had increased the price would 
have filled a volume, and possibly it might have changed 
the political attitude of some of the seats in Congress. 

Sometimes home competition is so great, notwith- 
standing the barriers at the custom-houses, that the tariff 
rate on competitive articles reflects only in part the tax 
barrier in the price demanded in the home market, and 
then, in most instances, the entire amount of the tariff 
duty is reflected in the price paid by the ultimate con- 
sumer for articles sold in the home market that are sub- 
ject to competition from abroad. 

It very often happens that, due to understandings, if 
not agreements, on the part of domestic producers, 
prices at home are advanced even more than the amount 
of the tariff tax above that of the foreign market, for the 
reason that it requires organization and advertisement to 
sell many lines of merchandise, and the foreign sales- 
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man will not spend his money in building up a business, 
even in an inviting market, from which he knows his 
competitor can drive him at any time. So the protective 
policy sometimes carries even greater burdens to the 
consumer than the legislative proponent of the system in- 
tended. 

Most of the advocates of protection, who are influenced 
by the desire to better their economic conditions, pro- 
ceed under the belief that a protective tariff tax sustains 
or increases the price of the commodity they have to 
sell, without any real understanding of what will be the 
resultant effect on their business. 

A dairyman in the far-away southland will often cry 
as loudly for a protective tariff on dairy products as does 
the man who lives across the border from Canada. In the 
one case transportation charges are a complete barrier 
to foreign competition in the local home market, and in 
the other there is some real, honest, though by no means 
destructive, competition coming over the border that, left 
free, might regulate prices in some of the great cities. The 
representative of the wheat-grower of the Western States 
is often as insistent in his appeal for a tariff tax on wheat 
as is the lemon-grower of southern California for a tax 
on lemons, though the one sells his surplus crop in a 
free-trade market and the other obtains a complete 
monopoly of the American market when he obtains a 
customs tax high enough to exclude the foreign lemons 
from entrance at our custom-houses. 

There is and must always be, both to the people and 
to industry, a very great difference in results obtained 
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when the tax is levied on monopoly products from that of 
a tax levied on competitive products, and an even greater 
difference to every equation involved where the duty rests 
on articles of domestic production which in large part are 
consumed in foreign markets. 

In the last analysis the justification for the use of the 
taxing power of the Government to promote industry, if 
justification can be found at all, must rest on the protec- 
tion of the life and powers of the nation, or must come 
from the common needs and necessities of the whole 
people and not from the benefits derived by special in- 
terests, whether it be capital or labor, no matter how 
seductive the results obtained may be to the privileged 
class. 

The prime argument of special privilege for the use 
of the powers of government to produce the results they 
desire is that the object sought is not for self but for the 
preservation of the life of the nation, the development 
of industry that is necessary for national defense in time 
of war. This suggestion has almost always come to the 
surface after the close of hostilities and not before the 
war began. It has cried the loudest when industry, over- 
stimulated by war conditions, was reaching out fora 
stimulant to aid it in maintaining war prices, rather than 
honestly accepting the new conditions that must follow 
the close of every great war. 

It was this false claim for continued stimulation to 
encourage the needs of war industry that led the country 
to adopt the first real protective tariff measure in 1816. 
It was the mistaken idea that our country should be self- 
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contained and independent of all needful supplies com- 
ing from abroad that continued to pyramid the tariff 
taxes after the Civil War, when the natural trend should 
have been downward and not upward. 

After the world’s great war, when we had already in 
force a tariff act in all conscience high enough, when 
at last we had become the greatest creditor nation and 
wanted to collect our foreign debts and keep our foreign 
debtors solvent, the Congress listened to the insidious cry 
of selfish interests bidding us to build up the walls of 
monopoly by taxation at our borders, in order that we 
might continue, encourage, and develop industry need- 
ful and useful in time of war. At the very time we should 
have encouraged reciprocal trade in the interest of the 
collection of our debts and the preservation of foreign 
markets for our agricultural products, the Congress wrote 
into the tax laws of the nation the highest protective tariff 
duties known in our legislative annals. 

If it were true that a protective tariff system is neces- 
sary to prepare the country for defense in time of war to 
the extent of the needed preparation for national defense 
the argument would be justified, but so far as I can judge 
the industrial situation in those commodities that are 
essential to our national defense, they would be produced 
under general free-trade conditions just as well as under 
a protected environment. 

It is true, of course, that a general free-trade condition 
could not be reached hastily without serious injury to 
going plants, for the overstimulated market and the en- 
couraged industry would require time to become read- 
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justed to new conditions; but I know of no productive 
industry in the United States which is essential to the 
carrying on of war that could not and would not survive 
and prosper in its entire integrity were the drastic change 
made—which is not contemplated by tariff reformers 
who believe in a competitive tariff organized to raise 
revenue. 

I know of no more absolute demonstration of the fact 
that the advocates of a protective policy of war defense 
are not earnestly impressed with their own arguments as 
that which can be illustrated by the nitrogen situation in 
the United States. In the wars of the last and preceding 
centuries comparatively small quantities of explosives 
were used as viewed from the standpoint of a modern 
battle-line. 

I have heard it asserted, and I have no doubt it is 
true, that in one battle of the great war as much powder 
and other explosives was fired by the combatants as was 
used by the Union army during the period of the Civil 
War. The modern long-range cannon, the rapid-fire guns 
both great and small, the barrage inaugurated in the 
World War, have made great quantities of explosives so 
essential to success that no army would dare enter the 
field of combat to-day without a voluminous supply. 

The base of explosives is nitrogen. In the past wars 
the base of saltpeter could be scraped out of caves, or as- 
sembled from household discards in sufficient quantities 
to furnish a supply of powder for guns that were loaded 
at the muzzle. To-day there are only two adequate sources 
of supply: the nitrogen beds of Chile and the manufac- 
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ture of nitrogen out of the air into a product commonly 
called air nitrogen. 

In time of war the Chilean saltpeter as the base of the 
war supply is dependent on two grave equations. The 
first equation is the friendliness of Chile to the com- 
batant power and her willingness to allow the saltpeter 
to be exported from her country; the other is one of trans- 
portation. This means a command of the seas; from 
Chile to America it must travel over the open seas and be 
subject to the enemy’s reprisals. The volume that it is 
necessary to transport for war purposes is so great that 
it would require a large part of the nation’s merchant fleet 
to bring it to American ports, at great expense; and 
should this line of communication be severed perma- 
nently, defeat would look our army in the face. 

Comparatively recent inventions have enabled war- 
ring countries to manufacture an adequate supply of 
nitrogen out of the air, and every great civilized country 
in the family of nations except China, Russia, and the 
United States has going air nitrogen plants that are pro- 
ducing large quantities of nitrogen—mostly used for 
agricultural purposes in time of peace but available for 
war purposes after a few days’ preliminary preparation. 

Before the United States became involved in the great 
war an effort was made to prepare the way for the manu- 
facture of air nitrogen in this country. It met only with 
interminable delays, largely supported and sustained by 
the opposition of certain interests that were concerned in 
maintaining an incontestable market for the sale of a 
small amount of nitrogen that was being produced from 
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Chilean saltpeter and to some extent by by-product coke 
ovens. 

After we entered the war against Germany our allies 
advised us that we must furnish our own troops with the 
necessary battle explosives, which meant that we must 
procure the nitrogen to do so. I understand that, as badly 
needed as were the ships of the American merchant fleet 
to transport soldiers, munitions of war, and handle our 
foreign trade, we were compelled to divert one third of the 
tonnage of our fleet to transport Chilean nitrate to our 
shores. 

The Congress made the appropriations and authorized 
the President to build an air nitrogen plant. A great plant 
was erected at Muscle Shoals, in the State of Alabama, 
at much cost to the Government, and was just ready to 
begin operations when the armistice was signed. In the 
meantime, seventeen million dollars had been spent in the 
preliminary construction of a great dam across the Ten- 
nessee River to supply the electricity for use in the nitro- 
gen plant. 

No special interests were concerned in the carrying on 
of this endeavor; in fact, dollars and cents were talking 
on the other side of the equation, with the result that the 
nitrogen plant was shut down and the building of the 
dam in the Tennessee River abandoned. It was not until 
more than a year had passed by before the Congress came 
back to the building of the dam, which was completed 
and is now ready for operation. For more than eight 
years the nitrogen plant has been waiting in a stand-by 
condition to serve the Government with nitrogen in time 
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of war, or to produce its nitrogen to aid in the production 
of fertilizer in time of peace, and yet it has been impos- 
sible to secure legislation that would bring about its ef- 
fective operation. 

I need not analyze the causes that have produced this 
result; I want merely to point to the fact that there is 
no one product which is more essential for national de- 
fense in time of war than powder and high explosives, 
and yet there is not sufficient sentiment in the United 
States to keep this war endeavor in a condition for serv- 
ice in time of peace. 

Then why should we make the argument that we must 
protect iron, and steel, and wool, and copper, and lum- 
ber, that they may be available for war purposes? Why 
should the argument be made that a chemical industry 
should stand behind a tariff wall in time of peace, that 
it may serve the country on some future battle-field, when 
even the men who demand a protective tariff in their own 
industries, and have given war as the excuse for the mis- 
directed use of the taxing power, are not only not in- 
terested in the country’s maintaining an adequate supply 
of nitrogen but in part are found in the opposition to its 
doing so? 

Preparation for war is only one of the arguments of 
the protection advocate. High wages and the upbuilding 
of industry are continually appealed to to sustain the 
cause of high taxes levied against foreign imports. Were 
there a shortage of raw material or natural resources from 
which to build industry, there might be excuse for the 
adoption of artificial methods. 
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The Russian Empire and the Chinese Republic are 
the only countries that are comparable with our own in 
the command of an adequate supply of raw material for 
industrial purposes within the border of the homeland. 
We have an unrivaled production of raw cotton; our cop- 
per mines not only supply us but the markets of the 
world; we now produce a large part of the wool that our 
mills consume; and this industry was not destroyed dur- 
ing the nine years it was unprotected in recent times. 

The price of labor is a relative equation, just as is the 
value of money. A dollar that will buy a bushel of wheat 
is just as valuable as two dollars when it takes the two 
dollars to buy the same amount of wheat. A wage scale 
in the last analysis must be measured by its purchasing 
power in the hands of labor and cannot be counted in 
dollar equivalents. A high tariff wall is built to advance 
prices; of necessity it advances the cost of living of the 
men in the protected industry who receive the wage, and 
requires that higher wages be paid to them under the 
protected system than would be the case to produce the 
same standard of living if they were working outside of 
the stimulated conditions of a monopolistic country. We 
must all agree that labor should receive an adequate 
wage; that it is a very poor economy to reduce the wages 
of labor; but we must always bear in mind, as I said 
above, that the wages of labor must be measured in its 
purchasing capacity and not in money units. 

The last defense for the use of the taxing power to 
stimulate home industry is the argument in favor of 
building up infant industries. This argument might be 
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sound if it was necessary, in order to build industry in a 
country possessed of great natural resources and lacking 
trained labor or transportation, to withhold destructive 
competition until the new industry could establish its 
markets, but that condition no longer exists in America. 
The fact is that the infant industries that appeared on 
the horizon of our productive life within recent decades 
came without the aid of a protective tariff, although they 
were quick to follow into its protecting arms, where that 
was possible, in order that they might stimulate prices for 
the sale of their products. 

Let me quote from one who has said all that can be 
said in regard to the establishment of infant industry 
through the nurturing care of tariff taxation. Professor 
Frank William Taussig, in his excellent book entitled 
“Some Aspects of the Tariff Question,” says: 


Nevertheless, in the end the final test must be applied,—can the 
industry, after a period not unreasonably long, maintain itself un~ 
aided? The gist of the young industries argument is that the com- 
munity bears an initial charge for the sake of an eventual gain. 
That gain is secured only if the community is finally supplied with 
its goods as cheaply as the displaced foreigner could supply it. The 
young industry must mature so fully as to sustain itself. The final 
test would seem to be indifference to the continuance of the duty 
and willingness to meet foreign competition on even terms. If the 
industry continues to need protection indefinitely, and never suc- 
ceeds in offering its products as cheaply as they could be got by 
importation, then its protection cannot be defended on this plea. 
There may be good pleas on political or social or military grounds; 
or the stock arguments about home labor and home markets and 
the “acquisition” of valuable industries may be repeated; but there 
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can be no pretense that a young industry has been nurtured with 
success. . 

It happens, however, that there is always the most violent oppo- 
sition to the application of this, the sole decisive test. In the same 
breath we are told that prices have been brought down and a flour- 
ishing industry has been brought to maturity,—and also that the 
duties must by no means be touched. It might seem reasonable to 
infer from this invariable unwillingness to submit to the real test 
that real success was never attained,—that the talk about domes- 
tic progress and lowered prices was empty froth. And yet, with all 
the obvious inconsistency on the part of the protectionists, it can 
be fairly argued that their case is not necessarily vitiated. The per- 
sistent clinging to the accustomed props, even though these were 
never designed to be permanent, is often due to mere ignorance or 
nervousness. Most business men know singularly little beyond the 
range of their daily routine. When customs duties have kept for- 
eign competitors out of the market for twenty or thirty years; when 
a trade has habituated itself to domesti¢ supply only; when there 
is a great din about pauper labor, designing foreigners, ruinous 
flooding of the market and what not,—there will be opposition to 
the removal of duties, even though in fact the removal would make 
no difference. All business men, and all workmen likewise, are 
uneasy about intruders. They prefer to be on the safe side, and to 
avoid the slightest chance of having to face competition from new 
quarters. It will often happen, too, that some special phase of an 
industry will in fact be damaged by foreign competition, even 
though the industries as a whole be independent of it. Then there 
will be as much overt opposition to a reduction or removal of 
duties as if the whole were at stake. 


It is not difficult for us to visualize ‘infant industries” 
in America in the colonial days or in the period when we 
were moving from agricultural communities to great in- 
dustrial centers, the period when inland transportation 
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was in the process of development; but now that we have 
arrived and are abreast with the rest of the world in im- 
proved machinery, transportation facility, trained work- 
men, organizing ability, and capital resources, we may 
ask whether there are any “infant industries.” That new 
enterprise comes to America, as time moves on, of course 
is true and always will be true, but it may be stated as a 
rule with very few exceptions that the new endeavor in 
our country is also new in other countries, and that we 
are just as capable of growing up to full power and 
strength as are our neighbors. 


CHAPTER XIX 
PROTECTION—LABOR—COMMERCE—AGRICULTURE 


One of the stock arguments in favor of the protective 
tariff system has been, for many years, that it produced 
the growth of industry in America. That is a broad state- 
ment and one that can be approached from many angles. 
To say, for instance, that the manufacture of cotton goods 
would not by now have reached a development that would 
have approximated its present productive capacity had 
the whole country developed under practical free-trade 
conditions requires one to assume an inferiority complex 
for the inhabitants of the United States. 

We have all the advantage in growth and ready ac- 
cessibility to the mills of the raw material. We have cheap 
power, and most of the advances in improved methods of 
manufacture are of American origin. The greatest single 
market for the consumption of manufactured cotton is 
our home market. No one can dispute the fact that Ameri- 
can labor is more productive of mill output per man than 
the labor of any other country. 

What would have happened if the Constitution had 
forbidden a tax on imports coming into our country, as it 
does on exports going out? Every one can answer for 
himself, as the equation is not susceptible of proof on 
either side; but I doubt not that the living standards of 
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labor would have been as high as they have been in the 
past, and that by now American mills would be the world 
masters of the cotton manufacturing. Indeed, even now, 
under the false and inflated industrial conditions pro- 
duced by a protective tariff, we compete successfully in 
the coarser grades of cotton cloth in the Orient. 

What I have just said concerning the development of 
cotton manufacture can be as well said in regard to the 
manufacture of lumber, iron and steel, copper, aluminum, 
and most of the commodities produced in our industrial 
life. It may be said that the growth would not have been 
so rapid, and in part that may be true, but there would 
not have been so many mistakes made or set-backs en- 
countered. The forward advance would have been better 
balanced and steadier. The strain on agriculture, our 
chief supply of wealth, would not have been so great, and 
its growth and prosperity would probably not have been 
impeded. 

Of course, there are those who both wish and believe 
we should primarily be an industrial nation, and that 
agriculture’s chief function should be the supply of our 
home industrial markets; but I am sure that the con- 
templation of industrial England, overproduced in manu- 
facture and underfed in agriculture, with only seven days’ 
reserve supply of food, must strike terror to their souls if 
they contemplate such a development in our States in the 
future. 

To sum up, it is a reasonable hypothesis that the stimu- 
lation of a protective tariff system did hasten the growth 
of manufacture in almost all the lines of endeavor it 
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touched, and that it stimulated the rapid amassing of 
wealth in the hands of the few. It is equally fair to as- 
sume that the independence and character of the Ameri- 
can would have produced an enlightened and powerful 
nation both agriculturally and industrially, on a sounder 
basis, with the wealth of the country more evenly distrib- 
uted, had there been no artificial stimulant of govern- 
ment aid. 

The men who have led the industrial advances of the 
nation under the special privilege granted by the Govern- 
ment have been selfish in looking to class advantage 
rather than national growth. They have sinned against 
the light of economics, but to give them their due they 
have been great captains and have left their impress 
upon the country’s development. They have made big 
business the social factor of our national society as it 
exists in no other country of the world. For decades their 
political power was sufficient to build a tax wall to shel- 
ter industry, and they abandoned their unprotected labor 
to the competition of the workmen of Europe by leaving 
our doors open to the onward flow of the immigration of 
the world coming through our ports of entry. 

‘The sound principle that our industrial leaders have 
builded against is a very simple one, and one that has 
been sustained by the ablest minds the world has pro- 
duced. The doctrine briefly stated is that a country op- 
erating under free economic conditions will devote its 
labor and capital to those pursuits where its endeavors 
will produce the most effective results. It is the principle 
that governs the commerce that flows between the forty- 
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eight States in the Federal Union. Minnesota raises 
wheat, Alabama cotton; Pennsylvania manufactures iron 
and steel, and New England supports a prosperous fish- 
ing industry. Each development takes place where it can 
be most economically fostered, and by an unrestricted 
exchange of commodities all are prosperous. 

Labor divides its toil. The skilled mechanic occupies 
one field, the engine-driver another, the sailor man yet 
another: each pursues the way in life where he thinks 
the labor of his hands will produce for him the best re- 
sults. The orator makes the speech, the clerk writes it, 
and the newspaper publishes it; the doctor writes the 
prescription and the apothecary fills it. The principle is: 
true in the commerce between our States and we prosper 
under it; again, it is true between individuals, and we 
would not change it. 

When we come to international commerce we deny the 
principle by our legislative action; we attempt to destroy 
it by our prejudice, because we are so simple as to be- 
lieve that we can reverse the natural laws of trade and 
not in the end pay the price for doing so. We imagine that 
in a world as closely tied together as our earth we can sell 
our surplus production and refuse to accept foreign goods 
in return. When pay-day comes we insist that our foreign 
debtors should pay their debts, but that the products of 
their toil should be excluded from our country by exces- 
sive taxation at the ports of entry. 

The international objector to trade equality is bound 
in the end to fall back on his last trench of defense by 
asserting that unless we maintain high prices for the 
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products of our soil and our factories we cannot sustain 
high wages, and the standard of American life and liv- 
ing will be injured by the change. 

Of course, the apologist for special favors may, and 
probably will, answer that the protective system does not 
maintain high prices; but a comparison of prices of ar- 
ticles abroad will end the dispute by a reply in the af- 
firmative. The tariff, where it is effective, does compel 
high prices. Some one says high wages do not impair the 
success of American industry, because the use of modern 
machinery and the greater efficiency of American labor 
as compared to workmen in foreign mills and factories 
equalize the labor cost of the material produced. In large 
part this is true. The real difference in the wage cost sel- 
dom accounts for the difference in cost of production at 
home and abroad, where that equation exists at all. 

Exaggerated overhead charges and dividends on stim- 
ulated stock capitalization cut a more serious part in the 
problem of production than does the necessity of main- 
taining a wage scale that will uphold the standards of 
living established by the American workman. To illus- 
trate: When the Tariff Act of 1913 was written the total 
cost of labor at a modern up-to-date pig iron furnace was 
less than one dollar a ton for the work at the furnace. 
The law on the books at that time levied a tax of one 
dollar and twenty-five cents a ton on the importation of 
foreign pig metal, more than the entire labor cost at the 
furnace. The importations did not amount to one half of 
1 per cent. of the volume of American consumption, and 
most of that was of special grades that were not really in 
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the competitive class with ordinary pig iron. The act of 
1913 put pig iron on the free list. Wages at the furnace 
were not reduced below the standard existing at the time 
the customs doors were opened to untaxed competition, 
and, as every one knows, the industry most successfully 
survived the shock of falling outside the pampered walls. 

There are some four thousand items in a present-day 
customs tariff act, and I am not prepared to make a state- 
ment for all of them, as I have not carefully investi- 
gated the total labor cost as compared to the total tariff 
tax in many of them, but I am prepared to say, and in- 
vestigation will sustain the statement, that in the great 
staple industries like cotton and wool the total protective 
tax exceeds the difference in labor cost of the articles in- 
volved, notwithstanding the transportation advantages of 
the home manufacturer. In the last analysis protective 
tariff bills are written to protect manufacturing profits 
rather than to sustain wages or labor’s standard of living. 

I have quoted from Professor Taussig’s book on “Some 
Aspects of the Tariff Question.” In the third chapter, he 
illuminates the labor equation in protected industry in a 
most interesting way: 


Now when there prevails a general high range of wages, due to 
generally productive application of labor, this high rate comes to be 
considered a difficulty,—an obstacle. The business point of view 
is commonly taken in these matters not only by the business men 
themselves, but by the rest of the community. To have to pay high 
wages is a discouraging thing in business; does it not obviously 
make expenses high, and competition difficult? People do not re- 
flect that wages are not high as a matter of course. If they are in 
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general high, there must be some general cause. Once established, 
they are taken in a country like the United States as part of the 
inevitable order of things. The ordinary man does not stop to con- 
sider why they should exist at all. He regards them as something he 
must face, and too often as something that constitutes a drawback 
in industry. 

When speaking of wages as high, we may have in mind either 
money wages or commodity wages (“real” wages, in the older 
phrase). It is familiar to all that money wages are higher in the 
United States than in Europe; and it is almost as familiar that the 
greater money wages are by no means completely offset by higher 
prices, and that there remains a large advantage in real or com- 
modity wages. Let us center attention for the moment on this lat- 
ter and more substantial advantage-——the higher commodity 
wages. 

It is obvious that higher commodity wages cannot be handed 
over to workmen by employers unless the workmen (as guided by 
the employers and aided by tools and machines) turn out a large 
product,—unless there is greater effectiveness of industry. I say 
effectiveness, not efficiency, because the latter word has come to be 
used so often to denote one particular factor that bears on the quan- 
tity of product,—the immediate efficiency of the manual workers; 
by no means the sole or even the commanding factor. In current 
discussions on the tariff and wages, it has often been alleged that 
in one industry or another the efficiency or skill of the workmen is 
no greater in the United States than in England or Germany; that 
the tools and machines are no better, the raw materials no cheaper. 
How then, it is asked, can the Americans get higher wages unless 
protected against the competition of the Europeans? But, it may 
be asked in turn: suppose all the Americans were not a whit more 
skilful and productive than the Europeans,—perhaps quite as skil- 
ful but not more so; suppose the plane of effectiveness to be pre- 
cisely the same throughout the realm of industry in the countries 
compared; how could wages be higher in the United States? The 
source of all the income of a community obviously is in the output 
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of its industry. If its industry is no more effective, if its labor pro- 
duces no more, than in another community, how can its material 
prosperity be greater and how can wages be higher? A high gen- 
eral rate of real wages could not possibly be maintained unless 
there were in its industries at large a high general productiveness. 


The saving grace to American industry in its efforts 
to establish trade in foreign markets and also maintain 
the effectiveness of the wage scale, measured in com- 
modity prices, that gives home labor the advantage over 
foreign labor is the fact that we have free schools, cheap 
land, and, outside the congested centers, reasonable rents. 
But more important than all the rest in the measurement 
of the effectiveness of labor’s wage in its relation to our 
standard of living is the fact that far more than half the 
money cost of living is expended for necessities that are 
not stimulated in cost by tariff taxation. 

There is a customs tariff tax on many agricultural com- 
modities, but the tax enhances the price in but few of the 
living necessities raised by the farmer. Bread and meat 
are as cheap as in Europe, because we sell our surplus 
bread and meat in the European markets and the excess 
production fixes the price. Shoes are on the free list, and 
many other household wants that go to absorb the weekly 
payroll. If the laboring man were compelled to pay on all 
his purchases for himself and his family the advanced 
prices he now pays, by reason of a protective tariff, on 
his woolen clothes or woolen blankets, he would soon find 
that measured in commodity prices his wages were not 
in advance of the wage scale paid in industry in Europe. 
I say that the laborer would find this to be true; he would 
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have found it true before immigration into the United 
States was largely restricted; now the employer of labor 
would have to respond in increased wages to the increased 
cost of living. 

There is no tariff tax on the coal, oil, or electricity that 
heats and lights the home and produces the power that 
operates the mills and factories and makes the industrial 
machinery both possible and useful. As every one knows, 
agriculture ranks first, both in American production and 
in American export trade. Counted in money value, poul- 
try, chickens, and eggs are our greatest asset. The mining 
industry and the miner stand outside the protected wall. 
The capital invested in the mining industry, which in- 
cludes oil, amounts to nearly seven billions of dollars. 
Half the raw cotton that is raised in America is sold to 
work the spindles in foreign lands. The transportation 
business of the United States, both rail and water, carries 
on its function in our commercial life without the foster- 
ing care of taxes levied by the Government. 

It must be borne in mind that labor employed in most 
of the mines, on all the railroad and steamship lines, on 
most of the farms, in the counting-house and in the store, 
on the streets and wharves of the great cities, in building 
houses and making the highways, is all without the sup- 
port of tariff taxes levied to promote industry or raise 
wages. These laborers carry the burden of the higher cost 
of living when they buy much of their clothes and some 


of their food. They pay the tax-pyramided price but get 
no direct benefit. 
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It may be said that the protected industry draws from 
other labor employment a sufficient working force to 
maintain good wages for non-industrial labor. It must be 
admitted that the wage scale is like running water; in the 
end it will and must seek its level and a relative adjust- 
ment. With the restriction of immigration coming from 
abroad, industrial demand for labor to-day is rather em- 
barrassing the field of other employment, especially in 
agriculture, by withdrawing much needed labor from 
fields that cannot be supplied from any other source. It 
works to the detriment of general business outside the in- 
dustrial fields rather than as a benefit to it. 

We then.come to the equation as to whether or not the 
exercise of the governmental power in levying taxes at 
the custom-house for the benefit of industrial enterprise 
is within the sound principles of a free government. It 
undoubtedly at times has built up and amassed great 
wealth; it has hastened the development of our industrial 
growth; at times it has increased the wage scale measured 
in dollars. At the same time it has put its burden on every 
other development in our national life, and has required 
the vast majority of the men and women of America that 
are not blanketed under the tax benefits to contribute of 
their earning capacity to the treasuries of the protected 
interest. It has built up the complicated industrial sys- 
tem under government protection where men have been 
invited to call on the political machinery of the Federal 
Government at Washington to organize a system of taxa- 
tion that will reflect itself in the profits of their business 
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enterprises, and encourages interference in devious ways 
with the political life of the nation in order that they may 
reap the selfish end of unearned profits. The principle 
that the government that governs least, governs best, is 
in no way reflected in the protective system. 

I have dwelt at some length on a brief history of the 
laws that have been written to promote a protective tariff 
system in our country. Briefly I have endeavored to ana- 
lyze the results. I have not by any means covered the sub- 
ject or pursued it in its many ramifications. I have merely 
attempted to draw a picture of that movement in the legis- 
lative life of the nation that has done more than anything 
else to lead the politics of the country away from the 
simple lines of a free government where all men should 
not only be free but should enjoy equal opportunity be- 
fore the law, where the opportunity for development 
should be along natural lines of endeavor and not along 
artificial lines of an industrial life that in the last an- 
alysis must be paid for by the brawn and sinew of other 
men’s work. 

The wealth of England had been in the hands of the 
landed proprietors and the merchant class since the dawn 
of the Renaissance, long before the English settlements 
in America. The tendency of the forward march of our 
civilization was to restrict the merchant class against 
building monopolies in the food market and to keep the 
lord from oppressing his tenant. The moving cause that 
brought the tide of emigration from the British isles was 
the opportunity to be free. Our fathers were free; they 
fought for their freedom and maintained it. They threw 
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the tea into Boston harbor because it was taxed, and re- 
belled against the English crown, rather than have their 
commerce restricted. 

To-day we have reversed the lever; we have turned 
away from the light of freedom that lay in the path 
ahead; we have surrendered the heritage of our Revolu- 
tionary fathers, that great fortunes might be assembled 
out of the earnings of the men and women of America 
who toil for their daily bread. We have organized a gov- 
ernmental machine which, under the guise of protecting 
the labor wage or the building up of infant industry by 
protecting them from the competition of foreign-made 
goods, has stimulated the swollen profits of the organized 
wealth of America and made the toilers pay the price. 


CHAPTER XX 


TARIFF COMMISSION——DELEGATION OF POWER TO 
TAX 


No discussion of the various issues involved in writing a 
customs tariff law would be complete that did not give 
consideration to the advisability of the establishment or 
maintenance of a tariff commission or some other body 
authorized by the Congress to assemble information for 
its future use, or to absorb part of its powers in levying 
taxes at the custom-houses of the country. 

In the beginning of this book I called attention to the 
power delegated through the Constitution of the United 
States to the Congress ‘““To lay and collect taxes, duties, 
imports, and excise”; to the Congress alone this power 
is granted by the people of the United States. How far the 
Congress can legally transfer the legislative power 
granted to it is a question that in the end must be de- 
termined by the Supreme Court of the United States. I 
shall not discuss the technical legal aspects of the ques- 
tion here, except to say it is inconceivable to me to think 
that the court will sustain the transfer by the Congress 
of the taxing power of the Government to a body not 
elected by the people. It is my purpose now to discuss the 
matter of legislative procedure and administration relat- 
ing to our customs tariff acts. 

224 


Tariff Commission—Power to Tax 225 


When the legislation involved merely the levying of 
taxes on imported goods for the raising of revenue to 
supply the general needs of the Government, the only 
issue involved was as to the adequacy of the revenue 
raised; but when the chief factor became the imposition 
of a tax on foreign imports to prevent their competing in 
the domestic market, a problem was presented that has 
never been satisfactorily solved. The blame for the errors 
made has generally been placed on the ignorance or bias 
of the national legislator rather than on the impossibility 
of overcoming the intricate problems involved in an in- 
soluble system. 

The remedy proposed to meet the ills complained of 
has generally been the creation of a tariff board to find 
the facts involved or to establish by law a tariff com- 
mission to aid the Congress in the performance of its 
legislative duties. For a long time efforts in this direction 
culminated merely in magazine and newspaper articles, 
indorsed by bills introduced in the Congress that died 
unacted upon in committee. 

It was not until the administration of President Taft 
that a bill was passed creating a tariff board whose princi- 
pal powers were the ascertainment of facts relating to 
competitive conditions of our industrial products with 
like articles produced or manufactured abroad. The 
board appointed was composed of capable, honest men, 
who worked hard and produced some interesting com- 
pilations of alleged facts, but as their viewpoint was in 
favor of the maintenance of the protective tariff system 
and was reviewed by a Congress that was commissioned 
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to write a competitive revenue tariff law, the work of the 
board was not effective in the production of practicable 
results and the board was abolished by law. 

The second Wilson administration created a tariff 
commission in response to a public sentiment aroused 
mainly by the opposition press, “to take the tariff out 
of politics,” just as if any such purpose were possible of 
accomplishment so long as great business interests were 
making dividends for their stockholders out of the re- 
pression of competition created by tariff taxation, and so 
long as a consuming public visualized the situation and 
demanded lower commodity prices. Nevertheless, the 
Congress was again willing to share its responsibility, 
and created a tariff commission whose powers were ad- 
visory and whose authority was limited to investigations 
of the various items that go into the cost of production 
at home and abroad. 

Its work did not impress either the country or the Con- 
gress so far as future legislation was concerned, for when 
the Republican party came back into power in the Hard- 
ing administration and wrote the Fordney Tariff Bill in 
1922, neither party followed the information given nor 
the advice of the commission in the preparation of the 
new rates of duty designed to protect industry. In fact, 
the viewpoint of those interested urging protection for 
their business was reflected in the legislation to a far 
greater extent than the advice of the commission that had 
given years of study to the problems involved. 

This was the natural and inevitable result. It will 
always be so as long as the writing of a tariff bill to 
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protect special interests remains a political issue between 
the contending political parties; and it is sure to remain 
an issue unless our country abandons the protective tariff 
system, or the Supreme Court of the United States nulli- 
fies the true intent of the Constitution by placing the 
control of the taxing power in the hands of a board or 
commission, after the surrender of that power by legis- 
lative enactment. 

No board or commission that recommends conclusions 
as well as finds facts will ever function effectively and 
satisfactorily. If the members are mere automatons acting 
for the people who benefit by a protective tariff, their re- 
port will not have the confidence or respect of the country, 
and the politician will not use it either for constructive 
work or as a defense for his legislative position. If the 
board or commission is composed of men of independ- 
ent judgment, no matter how firmly they believe in the 
protective system for American industry, their verdict 
will not receive the approval of the captains of interested 
industry who promote the legislation. Honest and dis- 
interested men would under no circumstances seek to 
establish protective rates of custom taxes that would go 
farther than to maintain equality of opportunity for do- 
mestic industry; whereas the protected interests, openly 
proclaiming their adherence to the formula I have just 
stated, would as a matter of fact always insist that a 
higher rate be adopted for their own industry, an insur- 
ance against changing conditions and mistakes in cal- 
culation. It is these margins of higher rates, protecting 
some or all of the profits, that make prohibitive rates 


228 Drifting Sands of Party Politics 


on many articles, cut off competition, and foster monop- 
oly. 

If the Congress by its legislation intends to repudiate 
the system of protection and write a free-trade bill or a 
tariff for revenue only, the work of a commission or board 
can be of little value. The facts assembled may be of 
service, but the conclusions would of necessity go to the 
discard. Although it may be beyond the range of expecta- 
tion that the Congress should find an independent verdict 
on all the four thousand items embraced in a protective 
tariff bill, there would be no difficulty experienced in 
reaching an independent verdict if the only issue involved 
in the legislation was to supply revenue to meet govern- 
mental expenditures. 

There is a form of tariff board that might be made 
most useful to the members of Congress in arriving at 
their conclusions in regard to tariff legislation, regard- 
less of their viewpoint as to the merits of a protective 
tariff system, and that is a bureau, board, or commission 
appointed and controlled by the House of Representa- 
tives, where all revenue legislation must originate. This 
body would be intrusted with finding the facts in regard 
to our domestic production and consumption, and the 
volume of imports and exports of merchandise, the cost 
of production at home and abroad, and also the relative 
labor prices and the cost of transportation in assembling 
both raw material and finished products in the place of 
their ultimate consumption. This information would be 
valuable both when the Congress was writing a protective 
tariff bill and when it was writing a revenue bill. Of 
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course, no information would be required to remove all 
taxes and allow industry to rest on a free-trade basis. 

The value to the Congress in writing a protective tariff 
bill would be the fact that, as a rule, the members of Con- 
gress would have confidence in the work of their own 
organization. The facts presented to them would follow 
their dictation as to the information desired, and when the 
interested manufacturers and producers appeared before 
the Ways and Means Committee in an effort to make out 
a case favorable to a protective tariff tax for their par- 
ticular industry, the committee would have independent 
figures and facts to check against the statements made to 
them by people who came with a biased viewpoint. 

Disinterested facts of this kind presented by the agents 
of Congress and not by those who were briefing a case for 
a special purpose would aid a committee in writing a 
revenue bill where it desired to produce the greatest 
amount of revenue with the least increase of prices in 
the domestic market. It would enable them to find more 
readily the equitable balance of the equations involved 
that would allow the flow of foreign goods to come into 
the home market under a revenue rate that would not un- 
duly interfere with prices regulated by competition and 
at the same time would supply an adequate volume of 
revenue. 

Information of this kind would also be of aid to the 
Congress in selecting those articles where the cost of 
production at home is as low as the cost of production 
abroad, and where any tariff levied at the custom-house 
would practically cut off the importation of the foreign 
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article. It would enable the committee to put articles of 
this class directly on the free list so that there would be 
no tariff barrier behind which an artificial increase of 
prices could be accomplished. 

I have never believed that there was a justification for 
levying a protective tariff tax by our Government, but 
I have always believed that the custom-house is an ex- 
cellent place to collect a part of the revenue for the Gov- 
ernment, especially that part which is not intended to 
fall upon the wealth and the incomes of the nation. From 
my viewpoint, which I recognize would not apply to the 
viewpoint of one who believes in the necessity for a pro- 
tective tariff, the real, the true test should be the degree of 
interference that the tax levied creates at the port of entry 
to the profitable admission of the particular article that 
it is levied upon. 

There is a method by which this can be ascertained 
with a great degree of certainty if the Congress would 
adopt the method and the executive branch of the Gov- 
ernment would enforce it; but the method is the one that 
among all the others is most undesirable to all interests 
that have a special privilege to subserve. The reason they 
object is that the information assembled by this method 
can be made reasonably certain, and that it tests ac- 
curately the degree of protection that is afforded by a 
tariff tax in a way that the consuming public can both 
understand and fully realize. 

In the writing of the Tariff Act of October 3, 1913, I 
proposed, and the Congress accepted, a paragraph in the 
administrative features of the bill that reads as follows: 
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R. That the President shall cause to be ascertained each year, the 
amount of imports and exports of the articles enumerated in the 
various paragraphs in section I of the Act and cause an estimate 
to be made of the amount of domestic production and consumption 
of said articles, and where it is ascertained that the imports under 
any paragraph amount to less than five per cent of the domestic 
consumption of the articles enumerated he shall advise the Con- 
gress as to the facts and his conclusions by special message, if 
deemed important in the public interest. 


The articles enumerated in the various paragraphs of 
section I of the act of 1913 were all the articles on which 
an import tax was levied and also all the articles included 
in the free list. In other words, the information and 
recommendation were to cover the entire gamut of im- 
ports coming into the United States from abroad. The 
customs authorities now ascertain with great particularity 
the amount and value of the imported articles coming 
from abroad, although they do not embrace them in their 
reports with the degree of certainty that their informa- 
tion warrants, but it is merely a matter of bookkeeping. 
There is no difficulty now and never has been, so far as 
imports are concerned, in ascertaining the facts called for 
by this paragraph. As to domestic production and con- 
sumption of similar articles, the Census Bureau of the 
Department of Commerce is continually ascertaining and 
distributing these facts, not with the same degree of ac- 
curacy, of course, with which we can obtain the facts in 
regard to imported articles entering the United States, 
but with such a reasonable certainty that the facts can be 
relied on as a basis for legislation. This paragraph was 
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a part of the Tariff Act of 1913, the law of the land for 
more than nine years, and yet no President deemed it of 
sufficient importance in the public interest to make the 
required report to Congress. 

It is fair, though, to say in passing that a portion of 
this time was a war period in which the channels of com- 
merce were disturbed and out of adjustment. The facts 
ascertained at that time could not have been of lasting 
value; but it was entirely different when peace conditions 
prevailed throughout the world and commerce flowed 
along the normal channels, with production and con- 
sumption of articles of commerce throughout the country 
in a relatively normal condition. 

The protectionist who believes that American industry 
is entitled to the entire American market so far as 
American production can supply the demand will of 
course repudiate the idea that so much as 5 per cent. of 
domestic consumption might, under any circumstances, 
be allowed to go to imported merchandise. But to the 
citizen not interested in personal profits, who does not 
believe in monopolistic tendencies in business, who recog- 
nizes that when a government levies a tax it should at 
least receive some appreciable revenue, it seems only fair 
to assume that 95 per cent. of the consuming market of 
the American people is a just proportion in which the do- 
mestic producer may exploit himself. It seems only fair 
that the Government should be allowed to collect taxes on 
articles coming from abroad to the extent of 5 per cent. 
of the consuming market at home, especially when it is 
remembered that the foreign article is kept out by a tax 
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wall built by the Government, or, to be more accurate, by 
the representatives in Congress of the American people. 
Where more than 5 per cent. of the American con- 
sumption was coming in, the law did not call for the facts 
or a report, but where less than 5 per cent. came in it was 
proposed that the information should be laid before the 
Congress. In other words, the information would point 
to prohibitive rates and give the Congress an opportunity 
to act intelligently upon the particular items that were 
involved in the monopolistic tendencies of tax legislation. 
As I have said heretofore, one of the great difficulties, 
if not the greatest, in writing tariff legislation on an 
equitable basis is the almost subservient necessity of the 
protectionist who desires special rates for a special com- 
modity to yield to the demands of all others desiring spe- 
cial rates for their commodities. Therefore, the diffi- 
culty in securing reductions in rates of duty is apparent 
when the bill embraces all the ramifications of the en- 
tire industrial interests of America. When particular 
schedules alone are involved in the legislation, when the 
trading equation is largely eliminated, the final deter- 
mination will more often represent the real sentiment of 
the Congress. There is always an outstanding group, in- 
dependent of the issues involved in the particular meas- 
ure, that can be counted on for fair play, and which must 
be shown the facts to sustain the theory before they will 
vote to impose taxes in the interest of private enterprise. 
We may go on crying for reform in the methods of 
writing tariff legislation and demanding the abolition 
of bad political practices; we may expose unfair adjust- 
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ments of tariff rates and condemn dishonest procedure; 
but never, so long as there is a great monetary equation 
for special interests involved in writing the tax laws of 
the country, will there be an entire divorcement from the 
bad practices that have existed in the past. 

We have changed from the viewpoint of the Congress 
that passed the Tariff Act of 1913, in the manner and 
method of writing customs tax legislation. In the ad- 
ministration of President Wilson a Tariff Commission 
was created. Up to the passage of the Fordney act (1922) 
no board or tariff commission had been given the power 
to do more than to ascertain facts and make recommen- 
dations, but this law has enlarged both the scope and 
power of the Tariff Commission so that under the terms 
of the law the commission may report a finding of fact 
in regard to any article or articles embraced in the tax 
schedule of the Tariff Bill to the President of the United 
States, and he may raise or lower the rates involved to the 
extent of 50 per cent. of the rate theretofore imposed by 
the Congress of the United States. 

The Congress by this enactment has surrendered to 
the chief executive of the land and a commission ap- 
pointed by him the power delegated by the Federal Con- 
stitution solely to the Congress to impose excise taxes at 
the custom-house. It does not make any material dif- 
ference in principle to what extent this delegation of 
power has been granted. The organizers of the Govern- 
ment granted to the representatives of the American peo- 
ple in the Congress the power, and the sole power, to 
originate revenue legislation. Not since the days of the 
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Tudor kings of England had a legislative branch of 
government of an English-speaking people surrendered 
the power to tax the people to a king or chief executive 
until the special protected industrial interests of America 
were able to wrest it from the hands of a pliant Congress. 

There is no single act that I know of since the day 
when George Washington was inaugurated President of 
the United States, through all our wars and through all 
the temptations and involvements of the aftermath of 
wars, in which the rights of the States and the rights of 
the people of the United States have been more greatly 
invaded and more seriously involved than in this act of 
the Congress in surrendering the taxing power of the 
Government. 

It is true that in the McKinley bill, passed in the Har- 
rison administration, there was a clause that authorized 
the President of the United States to negotiate certain 
reciprocal trade agreements, or trade contracts, by treaty 
with foreign countries, under which the President could 
reduce the rates of taxation to a definite extent when re- 
ciprocal trade inducements were granted by the foreign 
country; but this amounted to the reduction of taxation 
upon the happening event. It was not a question of in- 
creasing taxes but of reducing taxes within certain limi- 
tations as to amount, in the discretion of the President. 

The Congress has already surrendered the principle, 
but fortunately there is a barrier that stands between the 
exercise of this power by the chief executive and the tax- 
paying people of our country. That barrier is the Su- 
preme Court of the United States. 
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A case has already gone to the highest court in the land 
questioning the constitutionality of this flexible tax pro- 
vision of the Tariff Act of 1922 under which the Presi- 
dent is authorized to raise and lower import duties. The 
question involved that the court must pass upon is an 
order of the President of the United States raising the 
duty on barium dioxide from four to six cents a pound. 
The point made is that the increase of the duty is the levy- 
ing of additional taxation by executive order, when the 
power to impose taxes rests solely with the Congress. 

Section 315 of the Tariff Act of 1922 is most sweeping 
in its provisions delegating the power of taxation to 
the President, and lays down no definite rule directing the 
President as to his course of procedure in exercising the 
power granted to him. It is true that according to the lan- 
guage of the act the facts that are to be reported to the 
President by the Tariff Commission are based on the 
cost of production formula, a formula that is as nebulous 
and uncertain as the drifting clouds, but which in the 
end does not embarrass the determination by the Presi- 
dent. The points raised in this case and presented to the 
court for decision are: first, that the delegation of the 
power is illegal because it concerns a tax; second, that 
the legislative power was vested by the people in the Con- 
gress and that it was never the intention to place this 
‘power with the President or any other administrative of- 
ficial; third, that the Congress alone has the power to 
lay and collect taxes, duties, and excises; fourth, that the 
form of the delegation is illegal because on the face of 
the statute it is not for raising revenue but for the de- 
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clared purpose of protection to a special class of citizens. 

The principle involved of necessity affects all taxa- 
tion, including income taxation. If the Congress can dele- 
gate its power to the President to determine the amount 
of taxes that shall be imposed on particular articles at 
the custom-house, it can also delegate to the President a 
discretion in the imposition of the income tax and in- 
heritance tax. If the door is open to the delegation of the 
tax power for one class, under the law it will be open to 
the delegation of all power. | 

The Congress has surrendered its power in this in- 
stance; there is no reason to expect or believe that it 
could not be induced to surrender its power in other in- 
stances. 

We are nearing the last barrier that protects our people 
from the establishment of a bureaucratic government in 
all its essential details at Washington. Never before in 
the one hundred and thirty-eight years of our national 
life has the Congress openly, and on the face of the law 
itself, admittedly levied a tax for the sole purpose of pro- 
tection without regard to or consideration for the revenue 
involved in the levy. The President is authorized to in- 
crease taxation for the benefit of private interests at the 
expense of the taxpaying public. The court of last resort 
had not rendered its decision when these words were writ- 
ten. It is to be hoped in the interest of an independent 
representative form of government that the original in- 
tention of the Constitution of the United States will be 
maintained by the court. 

It was contemplated in the beginning that all men 
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should stand equal before the law of the land. The princi- 
ple has been abandoned many times. The first breach of 
the faith was the subversion of the taxing power of the 
Government to subserve the desires of our industrial in- 
terests. We claimed from the beginning that in the United 
States we had a government of law and not a government 
of men, but when the Congress delegated to a commission 
appointed by the President of the United States the dis- 
cretion to raise or lower taxes on goods imported from 
abroad, government of law was abandoned and the 
changing opinions of men were established in its place. 
It may be only the beginning of a movement that will ul- 
timately lead to class government in the United States. 


CHAPTER XXI 
BARING BROTHERS’ FAILURE—PANIC CONDITIONS 


IN a former chapter of this book I asserted that the sec- 
ond administration of Grover Cleveland was the end of 
an era. It was not only the end of the era of the old-time 
republican government that persisted from Abraham Lin- 
coln to Grover Cleveland and was abandoned in the Mc- 
Kinley administration when we became a great world 
power, it was also the end of the era of our people’s 
second adventure into the protected tariff system for the 
development of industry and the upbuilding of large for- 
tunes. There was a happening in the second Grover 
Cleveland administration that was as pertinent to the 
future business growth of our country as had been the 
customs tariff controversies of the past generation. 

I think it can be said without question that in the 
campaign of 1892 Mr. Cleveland was elected President 
of the United States on the issue of a downward revision 
of the tariff; but when he came into office in March, 1893, 
the storm clouds of a financial panic were already on the 
horizon of the business life of the nation. Bad times in 
the closing year of the Harrison administration had seri- 
ously depleted the government revenues and made it 
necessary to sell bonds to meet current expenditures of 
the Government. This condition of affairs had been 
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caused in part by the failure of Baring Brothers, great 
international bankers in London, which had affected 
commerce credits throughout the world. 

There was considerable unemployment of labor and 
falling commodity prices, especially in agricultural prod- 
ucts, which reduced very seriously farm credits both in 
the South and West. It had been only fifteen years since 
the country had resumed specie payments and had gone 
back to the gold standard. Most men remembered the 
days when greenbacks were the currency of the country, 
when money was easy and prices high. Men without edu- 
cation in financial matters did not stop to differentiate 
between cause and effect. They believed that panic con- 
ditions could be relieved by the increase of the volume of 
money in the country, regardless of its intrinsic value. As 
soon as the second Cleveland administration began to 
function politically it was met with a demand for a 
greater volume of money as a circulating medium, when 
in fact the Democratic party had been charged by the 
constituents who voted in the preceding election with the 
revision of the customs taxes downward. But the people 
forgot the evils of taxation in their cry for more money. 

This sentiment came largely from the South and West. 
In the West, where the Populist party was shortly after- 
ward to become the dominating factor in local politics, 
there was a strong sentiment in favor of the Govern- 
ment’s issuing legal tender treasury notes—in other 
words, going back to the greenback basis of the Civil 
War. This of course was coupled with the demand for 
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the free and unlimited coinage of silver. In the South, 
where the prevailing sentiment was equally strong for a 
larger volume of money, the political situation was con- 
trolled by the old-time Civil War leaders of the Demo- 
cratic party, who, except in rare instances where some 
erring brother had absorbed populistic fallacies, fell back 
on the ideals of the Jackson administration and de- 
manded the dual system, the coinage of both gold and 
silver at the ratio of sixteen parts of silver to one part 
of gold as the legal tender of the country. As a rule, the 
Eastern States, which owned the credits and did not owe 
the debts, visualized the new movement as one of repudia- 
tion, an effort to pay old debts with cheaper money. 

At that time bonds and other contracts, as a rule, did 
not read that they should be paid in gold coin of the 
United States. They could have been paid in any legal 
tender money, so the East was in favor of standing pat; 
that is, standing for the gold standard and against re- 
lieving the monetary situation of the country. The Con- 
gress sought to relieve the situation by coining the seign- 
iorage, the profits that had accumulated in the Treasury 
from the purchase of silver bullion. The amount involved 
was $50,000,000, a mere bagatelle, which would not have 
changed the situation seriously one way or another, ex- 
cept in so far as the principle involved was concerned. In 
truth, after Mr. McKinley had been elected President fa- 
voring a single gold standard, and the Spanish War had 
increased the Government’s need for cash, this same 
seigniorage was coined without objection on any one’s 
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part and without affecting the general situation in the 
country, except that it provided $50,000,000 of spending 
money for the Government. 

I came to Congress about this time and I recall the 
situation very clearly. The orators from the West were 
demanding cheaper money; they were burning corn in 
Kansas for fuel; they didn’t care much what kind of 
money it was if it was legal tender and they could pay 
their debts with it. The statesmen of the South believed 
the way to relieve the bank panic and allow the cotton 
farmer to get a price that would equal the cost of pro- 
duction of his crop to be the free and unlimited coinage 
of silver at sixteen to one, and they were willing to accept 
the Seigniorage Bill, then pending in the Congress, as a 
temporary compromise. 

Silver was selling in the open market at seventy-eight 
cents an ounce fine, and the ratio between gold and silver 
was 26.49. President Cleveland, who was probably the 
most popular man in the United States at the time of his 
election in 1892, to a large extent lost his popularity in 
the South and the West when he insisted on the mainte- 
nance of the single gold standard and vetoed the Seign- 
iorage Bill. 

There was one man, the most logical speaker I ever 
listened to, whose clear thinking enabled him to see the 
way out; for indeed we did not have a sufficient volume 
of currency at the time adequately to carry on the business 
of the country. That man was John G. Carlisle, the secre- 
tary of the treasury. He proposed to the Congress a meas- 
ure creating a form of asset currency that would have 
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been sound financially and at the same time would have 
been adequate to relieve the distressed conditions of the 
country. What he proposed would have established for 
the United States a bank currency somewhat similar to 
the currency then issued by the Bank of France and a 
similar institution in Germany. He stood alone; but few 
either in or out of Congress saw the force of his position. 
The Congress failed to act and from the country he re- 
ceived no support. Yet in 1913, twenty years later, the 
Congress of the United States, under the next Democratic 
administration, passed the Federal Reserve Bill, estab- 
lished an asset currency for the country, and stabilized the 
Government’s financial system so that we were enabled 
to pass through the period of the great war as the only 
great nation involved that remained on a gold standard 
basis and that did not come out of the war with a depleted 
currency. 

Before I finish the discussion of this subject matter I 
shall go more into the details in regard to the proposal of 
Mr. Carlisle. I think it worth while, before we attempt to 
consider the financial bills that have been passed relating 
to the currency of the country in the last thirty years, to 
review to some extent the history of the past monetary 
system of our country and some of the financial systems 
of other great nations. In the first place, we must bear in 
mind that, although money in the form of gold and silver 
has real value, money as a circulating medium accom- 
plishes its function in the affairs of the world as a me- 
dium of exchange, and that its most important attribute 
is its legal tender power to pay debts and purchase com- 
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modities, which is given by the legislation of the country 
in which it is issued. 

In the early history of civilization barter was the 
principal means of exchange, and even in the most civi- 
lized countries barter continues to be one of the methods 
of exchange of commodities where an adequate volume 
of money is not available. The general forms of money 
used in the world are gold coin or gold bars, full legal 
tender silver, bank or governmental certificates of deposit 
for gold or silver, silver coin with limited legal tender 
power, minor coins, bank-notes, and government notes. 
The forms of money I have enumerated possess the power 
of exchange by reason of the fiat of the Government that 
requires them to be accepted as legal tender in the pay- 
ment of debts and receives them in the payment of taxes. 
Gold alone, by virtue of the universal custom of the 
world, possesses the power of exchange at a well- 
recognized value throughout the business world, inde- 
pendent of the decrees of government that make other 
money legal tender. For coinage purposes, to prevent a 
large measure of depreciation by wear and tear, a cer- 
tain amount of alloy or harder metal is coined with the 
gold, and in the United States our coinage is nine parts 
fine gold and one part copper. In other words, five ounces 
of coined gold metal is equal in value to four and one 
half ounces of pure gold. 

In countries where silver coin is recognized as full 
legal tender money, its weight and fineness are fixed by 
law. At the time I write about, the second Cleveland ad- 
ministration, the single gold standard countries of the 
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world were Great Britain, Germany, Sweden, Norway, 
Denmark, Austria-Hungary, Roumania, Turkey, Portu- 
gal, Brazil, Canada, Newfoundland, Egypt, and some 
other British possessions. About that time Chile adopted 
the single gold standard. The countries that had a single 
silver standard were Russia, Mexico, Central America, 
Colombia, Bolivia, Peru, Ecuador, India, China, Hong- 
kong and the Straits Settlements, and Cochin-China. 
The United States, Argentina, France, Belgium, Spain, 
Italy, Switzerland, Greece, Japan, and some other coun- 
tries were attempting to maintain, at least in part, a dou- 
ble standard of both gold and silver as a legal tender 
circulating medium. 

In the double standard countries the circulation of 
silver was maintained by limiting the issue, and there 
was a marked preference shown for a coinage ratio of 
nine parts of gold to one part of alloy in most of the coun- 
tries of the world. The coinage ratio between gold and sil- 
ver as minted by the various governments was generally at 
a ratio of one pound of gold to fifteen and one half pounds 
of silver. Of course, at that time, in addition to the gold 
and silver coinage, there was a great deal of paper money 
in circulation in the commercial nations, but as a rule 
this paper money did not have an international exchange 
value as the American paper dollar had in Europe after 
the close of the great war. 

In analyzing the prevailing situation at that time it 
must be borne in mind that bank checks were a medium 
of exchange in the transfer of goods and the payment of 
debts, though the system of using checks instead of money 


246 Drifting Sands of Party Politics 
Be ele Ne is a No sca NT 


was not nearly so prevalent in the United States as it is 
to-day. This increased the need of money as an exchange 
of value in carrying on the business of the country. It 
must also be borne in mind that at that time, although 
bank-notes circulated as a medium of exchange in Eng- 
land, the present checking system was not in general use 
in the business life of England, France, and Germany. 
Most of their exchanges were accomplished by the use of 
legal tender money. 

It may be interesting to note that in the year 1893 the 
coinage value of the gold produced in the world, meas- 
ured in American dollars, was $155,522,000. The silver 
coinage value was $208,371,000 and the commercial ratio 
of silver to gold was 26.49 to one. One third of this gold 
was mined in America, mostly in the United States, and 
$77,000,000, or more than one third of the silver mined, 
was produced in the United States. It must therefore be 
borne in mind that the producers of silver, mostly coming 
from the far Western States, were supporting a personal 
equation as well as a political one in their insistence on 
the free and unlimited coinage of silver at the ratio of 
sixteen to one. 

From the beginning of our Government, even from co- 
lonial times, the colonies and the States of North America 
have always had a most heterogeneous system of money. 
The circulation of so many different kinds of money side 
by side is a demonstration of the unbounded faith of our 
people in the unlimited credit of the country and the 
boundless resources of our States. 

In the panic summer of 1893 many of the leading 
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banks of the country closed their doors and went into the 
hands of the receivers. But the money of the country was 
never questioned. Our gold coin possessed full debt- 
paying power. The silver dollar, the United States note 
(greenback), and the treasury notes of 1890 (silver cer- 
tificates) were equally good legal tenders. Gold and sil- 
ver certificates and national bank-notes were not legal 
tender. On the one hand, they were secured by the deposit 
of coin, on the other by the deposit of government bonds, 
but they were used as mediums of exchange everywhere. 
Of course, the subsidiary silver coin did not possess full 
debt-paying power, but was accepted without question. 

As the financial issue of the hour revolved too largely 
around the coinage of the silver dollar, it may be well 
enough to recall, at least to some extent, its legislative his- 
tory. In the early history of the settlement of America 
there was a coin known as the “Spanish milled dollar,” 
which contained 37114 grains of pure silver and with 
the alloy weighed 416 grains. Its ratio to gold was at the 
mark of fifteen to one. 

Under the coinage act of 1792, passed at the time that 
Alexander Hamilton was endeavoring to establish sound 
financial conditions for the nation, this coin was called 
the dollar or unit and was made a legal tender for all pur- 
poses. There was no limitation on the amount the mint 
should coin, and the ratio in regard to gold remained as 
fixed until 1834, when it was changed to 16.002 to one. 
In the year 1837 another change was made, when the 
weight of the silver dollar was fixed at 412% grains 
and its fineness at 900-thousandths. This changed the 
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ratio to 15.988, or nearly sixteen to one and made the 
coining value of the silver $1.2929. 

In 1873 an act of Congress discontinued the coinage 
of the silver dollar, but in 1878 a coinage act was passed 
over the veto of the President, authorizing the coinage 
of silver dollars requiring that not less than $2,000,000 
or more than $4,000,000 worth of silver be purchased 
monthly and coined into dollars. This limited coinage 
was given a legal tender status. The minimum amount 
was actually coined and the balance remained in the 
Treasury as the seigniorage. 

In the middle of President Harrison’s administration, 
July, 1890, an act was passed authorizing the purchase 
and the coinage of not more than 2,000,000 ounces of 
silver monthly, until July 1, 1891. In order that we may 
more clearly visualize the situation in regard to the silver 
dollar when the storm broke that led to our adopting the 
single gold standard, I may say that prior to 1837 the 
coinage of silver dollars amounted to $1,440,517 and 
from 1837 to 1877 there was only $6,605,321 coined for 
circulation. Under the act of 1878 the coinage amounted 
to $378,166,793. In the meantime, there was $5,078,472 
coined from redeemed trade dollars, and under the act 
of 1890 $36,087,943 was coined. At that time there was 
comparatively little of this coinage in actual circulation. 
Of course, a part of it had disappeared by being lost or 
melted down in a century of elapsed time. A large part of 
it was held in the Treasury to redeem silver certificates 
that were issued against it and were circulated as a mat- 
ter of convenience, although in parts of the country, es- 
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pecially in the South, there was a considerable actual cir- 
culation of silver dollars. The absorption by the country 
of subsidiary silver coin is not worthy of serious consid- 
eration, as it had only a limited legal tender quality. 

Under an act of March 3, 1863, the secretary of the 
treasury was authorized to receive deposits of gold coin 
and bullion and to issue therefor treasury certificates in 
denominations of twenty dollars and upward. The gold 
was to be held to redeem the certificates. Another issue 
of gold certificates was authorized by legislation in 1882. 
The total amount of these issues and reissues down to 
1894 was $1,501,054,300, and the amount outstanding 
at the end of that fiscal year was $66,387,899. The is- 
suance of gold certificates did not seriously change the 
financial situation of the Government or the country, as. 
the certificates were always redeemable in gold. 

The act of February 28, 1878, authorized the issuance 
of silver certificates in denominations of ten dollars and 
upward, upon actual silver dollars held in the Treasury. 
This authorization was amended in 1886, requiring 
these certificates to be issued in denominations of one 
dollar, two dollars, and five dollars. The certificates were 
not a legal tender, but as they were receivable in payment 
of government taxes and could be held in national banks 
as part of their reserves, they performed practically all 
the functions of legal tender money. The total amount of 
silver certificates outstanding on June 30, 1894, was 
$337,148,504. 

Before the war between the States no notes that did 
not bear interest were issued by the Government of the 
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United States. The first forced loan was made in July, 
1861, when the Congress authorized the issue of fifty 
million dollars in demand notes that could be reissued 
and were receivable for the payment of customs and all 
other dues. The termination of the life of this act was the 
last day of the year 1862. One can marvel at the inabil- 
ity of our governing men to visualize the future. In Feb- 
ruary, 1862, the Congress authorized the issuance of one 
hundred and fifty million dollars in non-interest-bearing 
notes and made them a full legal tender for all debts, 
public and private. By June, 1862, the amount was in- 
creased to three hundred million dollars and in March, 
1863, to four hundred and fifty million dollars. The 
treasury reports inform us that the highest amount of 
these notes (greenbacks) outstanding was $449,338,902 
on January 3, 1864. After the war was over, the amount 
in circulation was gradually reduced. They varied greatly 
in gold value. One dollar United States note was worth 
eighty-eight cents in the market in 1862, but during the 
year 1864 it fell as low as forty-nine cents. The notes 
were retired by available treasury coin and the sale of 
interest-bearing government bonds. 

The ever-existing combat between the man who owns 
the debt and the man who pays it, the one always wanting 
to pay in cheap money and the other to collect in dear 
money, was stressed before the Congress in 1878, and the 
further cancellation of the greenback money (treasury 
notes) was prohibited. At that time there was outstand- 
ing $346,681,016, and that amount continued to circu- 
late as a medium of exchange and as legal tender money 
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down to the time I was writing about in the Cleveland ad- 
ministration. 

The status of these notes changed very greatly be- 
tween the Lincoln and Cleveland administrations. In the 
Civil War times they went begging at fifty cents on the 
dollar; thirty years later they stood at par with a gold 
dollar and the banks hoarded them as a part of their re- 
serves. Their relative value increased as they were re- 
deemed and canceled by the Government, but their future 
status at par with gold was decreed by the Congress in 
the act resuming specie payments, which was passed on 
January 1, 1879. 

Thereafter the Treasury redeemed the notes, on de- 
mand, in gold coin and accepted them in payment of du- 
ties on imports. The act of July 12, 1882, provided for 
the retention in the Treasury of funds to the amount of 
$100,000,000 in gold for the redemption of the notes. 
From then on the free gold in the Treasury was never 
below the amount indicated in the act until December, 
1893, when it went as low as sixty-five million dollars, 
and to fifty-two million dollars by August of the next. 
year, due more to a speculative raid on the Treasury than 
to any real apprehension that the Government of the 
United States would not be able to meet its gold obliga- 
tion. To meet the situation, the secretary of the treasury 
sold, for gold, two issues of United States Government 
bonds for fifty. million dollars each, and restored the re- 
serve. 

The power of the Congress to make a forced loan by 
authorizing the issuance of legal tender notes to circu- 
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late as money was challenged in the courts, and at first 
the power was denied in the case of Hepburn v. Griswold 
(8 Wall. 603), but later in the so-called legal tender cases 
(12 Wall. 457) the Supreme Court overruled its former 
decision and sustained the constitutionality of the law. 

In the time of Benjamin Harrison the Congress passed 
a law, often called the “Sherman Act,” authorizing the 
secretary of the treasury to make monthly purchases of 
four and a half million ounces of silver bullion, if so 
much was on the market for sale, but he was not allowed 
to pay more than one dollar for 37114 grains of fine 
silver, that much silver being in a coined silver dollar. 
To pay for the silver, fiat money, treasury notes (1890) 
were issued, redeemable in coin, either gold or silver. It 
was further provided that at least two million ounces 
should be coined into silver dollars each month for twelve 
months, and thereafter only so much as was needed for 
circulation or to redeem silver certificates issued against 
silver bullion should be coined. Former acts requiring 
the purchase and coinage of silver were repealed. The 
silver that was purchased and uncoined was an asset of 
the Treasury and was generally referred to as the “seign- 
lorage” or the Treasury’s share of the profits made by 
paying more for the silver than it would have been worth 
if the Government had remained out of the market as a 
purchaser, forcing a part on the public as lawful money 
and retaining the rest as so-called profit. The most far- 
reaching and ultimately disastrous clause in this act of 
1890 was that which declared “the established policy of 
the United States to maintain the two metals (gold and 
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silver) on a parity with each other, upon the present legal 
ratio (15.988 to one) or such ratio as may be provided by 
law.” 

To accomplish this policy, or rather to attempt to do 
so, the holder of the silver certificate having the option 
to demand payment in gold or silver and the Congress 
having provided no special gold fund for their redemp- 
tion, the Treasury was compelled to redeem them out of 
the free gold in the Treasury, or the fund of one hundred 
million dollars that had years before been established for 
the redemption in gold of the greenbacks that remained in 
circulation. 

In November, 1893, a law was passed repealing so 
much of the Sherman act (1890) as related to the pur- 
chase of silver and the issue of silver certificates, but the 
damage had already been done and the Government was 
still pledged to maintain the parity of gold and silver at 
the old ratio. Under the terms of this law the Treasury 
purchased 168,674,682 fine ounces of silver bullion and 
issued notes (fiat money) to the extent of nearly one hun- 
dred and fifty-six million dollars to pay for it. There 
was actually coined of this silver bullion only 27,911,768 
fine ounces, leaving the balance of the silver bullion in 
the treasury vault. The value of the seigniorage was about 
fifty-five million dollars. After we became involved in 
the war with Spain, in the McKinley administration, it 
was coined and paid out by the Treasury to meet war ex- 
penditures. In the meantime, its redemption on a gold 
basis had been provided for. 

The silver purchase and the attempt by law to estab- 


254 Drifting Sands of Party Politics 


lish the parity of gold and silver under the Sherman act 
was primarily responsible for the financial difficulties 
that the Government rode ‘into in the second Cleveland 
administration. 

The animus behind this act of Congress was poor poli- 
tics and bad business. The politics was due to the desire 
to satisfy the demands of the producers of silver for 
higher prices (government-made prices) for their bul- 
lion; the bad business was an attempt to issue what was 
in effect, though not acknowledged at the time, fiat money 
on a parity with gold without a proper provision for its 
redemption in gold. So far as the Government was con- 
cerned, it would have been better off if the act of 1890 had 
not been passed, and an issue of greenback money would 
have been just as effective as a circulating medium. 

We cannot box the compass as to the money equation of 
the country at the time of Mr. Cleveland’s secomd admin- 
istration without a reference to the national bank notes 
then in circulation. There was outstanding at the end of 
the fiscal year in 1894, $206,854,787. The greatest 
amount that had been issued at any time was somewhat 
over $358,742,034. In February, 1863, a law was passed 
creating a national banking system and providing for 
the issuance of national bank notes. The machinery of 
this law was crude and a substitute act was passed on the 
third day of June, 1864. The life of the national banks 
was limited to twenty years. The minimum capital was 
fixed at $50,000 and they were allowed to issue notes to 
circulate as money, but not as legal tender, upon the de- 
posit in the Treasury of the United States of govern- 
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ment bonds in an amount not less than $30,000. The 
notes issued were not to exceed 90 per cent. of the value 
of the bonds. These notes were receivable at par in pay- 
ment of all taxes of the United States except duties on im- 
ports. 

One of the main purposes of the act was to create a 
market for the sale of the United States Government 
bonds to supply the funds needed to carry on the war be- 
tween the States. The act creating the national banking 
system has been amended many times. Its constitution- 
ality was attacked in the Supreme Court of the United 
States, but upheld on the ground that it was the creation 
of a system to sustain the credit of the Government. The 
notes issued by the banks were redeemable in the legal 
tender money of the United States, and in the half cen- 
tury and more that they have been outstanding no finan- 
cial difficulties have arisen from their issue. As long as 
government bonds bore high rates of interest the issu- 
ance of these notes by the banks was a profitable under- 
taking. But after government bonds were sold at low 
rates of interest, only small profits were made by the 
banks maintaining a circulation of national bank notes, 
with the result that the volume of circulation was grad- 
ually decreased. Those remaining were only in order that 
the banks might comply with the law and continue their 
existence under their charter. 

Although no real financial difficulties have ever arisen 
under the issuance of national bank notes, except in so far 
as they sustained government credit at the time of the Civil 
War, it was a poorly conceived plan for the issuance of 
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money. It was not so constructed as to expand readily with 
the growing needs of business and did not have an avail- 
able asset for its redemption at times when assets converti- 
ble into legal tender money were most required. It may be 
said that when the time came, after the failure of Baring 
Brothers in London, that Europe was facing a stringent 
financial situation, and foreign bankers were demanding 
payment of loans made in America to meet which large 
exports of gold were required, with the exporter having 
ready access to the treasury gold by presenting at the sub- 
treasury government notes issued under the act of 1890 
and the outstanding greenbacks, there was no law on the 
statute books that adequately met the financial situation 
in the country to protect American credits and supply an 
adequate circulating medium. The bankers of the coun- 
try occupied an entirely selfish position at the time, at- 
tempting merely to take care of their own interests. Those 
who had surplus crops and surplus silver to sell were de- 
manding cheap money, and the only real light that 
dawned on the horizon as to an ultimate and sound so- 
lution of the harassing financial questions that involved 
the nation was the proposal of the secretary of the treas- 
ury to establish an asset currency, which the Congress at 
the time ignored but which in substance became the law 
of the land three decades later. 


CHAPTER XXII 
REPEAL OF SILVER PURCHASING ACT 


AT the time of his reélection to the Presidency, in the 
fall of 1892, Grover Cleveland was by far the most popu- 
lar man in the United States, but though he lived up to 
his election pledges and the principles his party stood 
for when he was elected, as few Presidents have done, his 
popularity was soon to start down grade because he did 
not surrender the principles he believed in to subserve the 
interests of political expediency. 

The failure of the financial house of Baring Brothers in 
1890 produced panic conditions in England, and, as 
London was then the center of the world’s financial sys- 
tem, bank credits were affected far and wide. A large 
crop of grain in the year 1891, selling at a good price, 
carried the volume of our exports to the unprecedented 
amount of over a billion dollars and enabled our bankers 
to meet our foreign obligations without drawing on the 
domestic gold supply or threatening the gold reserve in 
the Treasury. 

The dawning of the year 1892 foreshadowed good 
business and general prosperity, but in Europe business 
conditions were not good, with resultant low prices and 
a tendency to dump surplus production on the American 
market. The statistics of imports and exports for the 
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two fiscal years tell the tale and visualize the business 
situation. For the fiscal year 1891-92 there was a fa- 
vorable balance of trade of one hundred and eighty-nine 
million dollars, but for the year 1892-93 the tide turned 
with an adverse balance of trade of thirty-five million 
dollars, which had to be paid in gold, as we were a debtor 
nation at that time. The storm clouds of financial disaster 
were already on the financial horizon when Grover Cleve- 
land delivered his inaugural address on the fourth day of 
March, 1893. A few days thereafter the Philadelphia & 
Reading Railroad, one of the country’s great trunk lines, 
went into the hands of receivers. Before the first day of 
the following July, nineteen national banks in the coun- 
try had gone into the hands of receivers and many state 
and private banks had suspended payment, with the 
result that there followed a great number of mercantile 
failures. 

At that time there was outstanding, as part of the law- 
ful money of the United States, three hundred and forty- 
seven million dollars in treasury notes (called green- 
backs) and one hundred and forty-seven million dollars 
in treasury notes issued under the act of 1890 (called 
silver certificates). These notes were redeemable in gold 
or silver at the option of the Treasury of the United 
States. As heretofore noted, a fund of one hundred mil- 
lion dollars in gold had been arranged for by legislation 
to redeem the greenbacks, but no specific legislation had 
provided the gold to redeem the silver certificates, al- 
though the secretary of the treasury had been charged 
with their redemption in coin when demanded. There per- 
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sisted at this time a rumor that the Treasury would 
redeem silver certificates only in silver dollars. This ru- 
mor was probably of political origin and made bad mat- 
ters worse, until finally the President, in a public state- 
ment, denied the damaging gossip and declared that the 
silver certificates would be redeemed in gold coin at the 
subtreasury. The country had inherited a bad banking 
and financial system that had patched itself together 
since the days of the Civil War. There was nothing really 
the matter with the business of the country to cause the 
panic conditions that confronted it; but the lack of a 
sound and adequate circulating medium with which to 
transact business, and the overwhelming fear on the part 
of some that the reduction of the gold reserve in the Treas- 
ury meant repudiation of all monetary obligations, pre- 
cipitated one of the most disastrous business panics that 
had come upon our nation. 

There was need for sound financial legislation. The 
President called an extraordinary session of the Fifty- 
third Congress to meet on the seventh day of August, 
1893, in the hope that the evils of bad finance would 
be met by sane legislation. Unfortunately, the new Con- 
gress, when it met, was more impressed by the distressed 
condition of the country demanding immediate relief 
than the real necessity of adopting a safe banking and 
currency system that would be free from the manipula- 
tions of big business and at the same time supply the or- 
dinary business man with an adequate financial system. 
Before the Congress acted on the President’s recom- 
mendation for the repeal of so much of the act of July 
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14, 1890, as authorized the purchase of silver bullion, 
there had come upon the country one hundred and fifty- 
eight national bank failures, mostly in the South and 
West, and as many as two hundred failures of private 
banks, saving banks, and trust companies. The solvency 
of nearly all the banks in the country was questioned, 
and the depositors withdrew large sums of money from 
the solvent banks and hoarded it. Currency was sold at 
a premium, and a system of clearing-house certificates 
based on commercial paper held by them was instituted 
by the banks. These certificates were issued by many 
of the banks to their depositors in place of lawful money. 

The House of Representatives acted promptly and re- 
pealed the silver purchase clause by more than a two 
thirds majority, but when the bill went to the Senate it 
faced representatives of a constituency different from that 
in control in the House. The debate was in the interest of 
the double standard, stabilizing the free and unlimited 
coinage of silver at sixteen to one, rather than in the 
adoption of adequate relief to meet the then existing emer- 
gency, wherein an ill-advised issue of treasury notes had 
become the instrument to promote a raid on the gold re- 
serve of the Government. On the thirtieth day of October 
the Senate passed the bill by a sectional rather than a 
partisan vote of forty-three “yeas” to thirty-two “nays.” 

It must be borne in mind that the act of 1890, intended 
primarily to boost the price of silver bullion, gave to 
‘the secretary of the treasury the discretion to redeem the 
notes (silver certificates) issued by its authority in either 
gold or silver coin. The secretaries of the treasury prior 
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to the panic year had redeemed the notes in gold coin 
when the holders of them demanded gold, and the act it- 
self provided that it was “the established policy of the 
United States to maintain the two metals on a parity with 
each other upon the present legal ratio or such ratio as 
may be provided by law.” It may be that the secretary of 
the treasury had the right within the letter of the law to 
refuse to pay gold in the redemption of these notes. Had 
he done so, he would have clearly violated the spirit and 
policy of the law and depreciated the value of the notes 
in the hands of the people of our country who had ac- 
cepted them in good faith from the Government on the 
basis of their being on a parity with the gold dollar. 
There is an old and true saying that “no chain is 
stronger than its weakest link.” It is equally true that 
even a weak chain will hold so long as its strength is not 
tested to the breaking point. This is true of the Sherman 
law (act of 1890). It was an ill-advised and badly con- 
structed piece of legislation devised to meet political ex- 
igencies rather than to serve the financial needs of a busi- 
ness people. Just so long as there were no financial clouds 
in the sky, just so long as there was fair weather in 
commercial markets at home and abroad, it worked in 
the interest of the miner of silver ore by advancing the 
price of his metal, without apparent injury to government 
finances so long as no one demanded the redemption of 
the silver certificates in gold. But when the storm broke, 
when gold coin or gold bullion was needed in large quan- 
tities for export, instead of the burden of embarrassment 
resting, as it should have rested, on the banker and the 
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business man, the Government was forced to withstand 
the tempest, to bear the cost of an adverse trade balance, 
and redeem its outstanding treasury notes in gold. 

President Cleveland felt that the stabilization of our 
currency system was of first importance, no matter how 
much existing law was at fault in the situation and re- 
gardless of how blind the Congress was to the real needs 
of the situation. Under the Resumption Act of 1875, 
bonds could be sold to replenish the gold reserve in the 
Treasury. In January of the year 1894 the President di- 
rected his secretary of the treasury to sell fifty million 
dollars’ worth of United States bonds. This was repeated 
in November of the same year. That was not the end. The 
gold reserve was again being depleted in the early part 
of the winter of 1895, when Mr. Cleveland, with the co- 
operation of John G. Carlisle, his secretary of the treas- 
ury, and Richard Olney, his attorney-general, sold to J. 
Pierpont Morgan of New York and to the international 
bankers, the Rothschilds of London, United States bonds 
issued under the act of 1875, which netted the Treasury 
$65,116,000 in gold. The determination of the President 
to protect the Government’s credit, a favorable trade bal- 
ance, better financial conditions in Europe, and the dem- 
onstration that the leading banking-houses in New York 
and in London were aiding the Government in stabilizing 
its currency, restored confidence, relieved the strain, and 
without further and needed legislation the Government 
emerged from the stress of panic conditions that were not 
of its making. 

At the time, President Cleveland and his cabinet were 
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severely criticized by the populistic element in the coun- 
try, who were more interested in cheap money with which 
to pay their debts than they were in the security of the 
Government’s credit. 

Let the President speak for himself. In his annual mes- 
sage to the Congress in December, 1895, referring to this 
contract with the house of Rothschilds, he said: 


The performance of this contract not only restored the reserve, 
but checked for a time the withdrawals of gold and brought on a 
period of restored confidence and such peace and quiet in business 
circles as were of the greatest possible value to every interest that 
affects our people. I have never had the slightest misgiving con- 
cerning the wisdom or propriety of this arrangement, and am quite 
willing to answer for my full share of responsibility for its promo- 
tion. I believe it averted a disaster the imminence of which was, 
fortunately, not at the time generally understood by our people. 


Time, the final arbiter of the right and wrong of most 
economic questions, has found its verdict. The character 
and courage of Grover Cleveland shine out from the po- 
litical clouds and selfish fogs of his generation. The his- 
torian and the statesman of our day recognize that what 
he did in saving the national credit and in maintaining 
the solvency of our currency was far above the petty poli- 
tics of the hour; that he came out of the conflict with his 
character untarnished and his patriotic motives unchal- 
lenged. 

When Cleveland came into the White House for the 
second time the storm of financial disaster was already on 
the horizon of our national life; shortly thereafter the 
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Government was on the eve of bankruptcy. He saw the 
way out; he breasted the storm of criticism, steered the 
ship of state past the rocks of discontent and repudiation 
and brought the country out of a serious panic condition 
before his terms of office ended, though he was not given 
credit for the accomplishment. 

I have given much of the credit for the accomplish- 
ment of sound finance in the panic days of the nineties 
to the President. It is but just to say that in his cabinet 
he had the earnest support of John Griffin Carlisle, his 
secretary of the treasury, a man having a generation of 
experience as a national legislator, a lawyer of great abil- 
ity, and probably the best-informed man of his times in 
political life on the intricate problems of currency and 
finance that had come like a bolt from the blue upon the 
Treasury of the United States. Richard Olney, the then 
attorney-general of the United States and afterward the 
secretary of state, was also of great assistance to the Pres- 
ident. He was a man of profound knowledge of our finan- 
cial system, a lawyer of unusual acumen, possessing the 
respect and confidence of the business men of the nation. 
These cabinet officers brought to Mr. Cleveland, in the 
- hour of his greatest harassment, the sustaining force of 
their powerful aid in working out the financial problems 
of the administration. 

The battle was not along party lines. The administra- 
tion received strong support from able senators and rep- 
resentatives of both the two great parties. In the Senate, 
George Gray of Delaware, Daniel Wolsey Voorhees of 
Indiana, William Lindsay of Kentucky, Edward Doug- 
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las White of Louisiana, Arthur P. Gorman of Maryland, 
David Bennett Hill of New York, William F. Vilas of 
Wisconsin, were among the Democratic leaders who gave 
the administration’s position their earnest support. Their 
efforts were ably seconded by Orville H. Platt of Con- 
necticut, Shelby M. Cullom of Illinois, William B. Al- 
lison of Iowa, Eugene Hale of Maine, George F. Hoar of 
Massachusetts, Cushman K. Davis of Minnesota, John 
Sherman of Ohio, Matthew Stanley Quay of Pennsyl- 
vania, and Nelson Wilmarth Aldrich of Rhode Island, 
leaders of long experience from the ranks of the Repub- 
lican party. 

I have endeavored to present the administration’s side 
of the problem, but there was more than one side to the 
issue, and all the right or the wrong of the equation did 
not rest on one side of the battle. The opposition to the 
administration’s position may be divided into two con- 
tending forces in the Congress of the United States. There 
were those to whom we should give the credit of an hon- 
est belief in bimetallism, who contended that a double 
standard could be maintained, but who at the same time 
had a strong urge for their political belief from constitu- 
encies that were producing silver ore and were greatly 
interested in the price of silver bullion. 

Naturally, most of these men came from the far West. 
First and foremost on the battle-line of the nineties, con- 
tending for bimetallism, stands out the figure of Senator 
John P. Jones of Nevada. Born in Herefordshire, Eng- 
land, he came to America with his parents when less than 
a year old, received his early education in the schools of 
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Ohio, and went to California in the days of the gold ex- 
citement. He engaged in mining in that State and the new 
State of Nevada, and came to the United States Senate 
on the fourth day of March, 1873. In the debate in the 
Senate over the bill for the repeal of the purchasing clause 
of the Sherman act he made the most comprehensible and 
probably the ablest speech that has ever been made in the 
halls of the Congress in favor of the bimetallic standard 
and in explanation of the quantitative theory of money. 
He was a man of very considerable wealth, of unusual 
ability, of high character, and was respected by all who 
knew him. 

With him in the strictly silver column in the Senate 
stood his colleague, William Maurice Stewart, and with 
them was the commanding figure of Senator Henry M. 
Teller of Colorado, a prince among the statesmen of his 
day, who had the earnest conviction of the justice of the 
cause they advocated. And then we come to that column 
in the opposition whose position was in no degree influ- 
enced by the business their constituents were engaged in. 
They were the representatives of the rank and file of the 
people of the South and the West, the people who planted 
‘the crops and reaped them, the people who owed most of 
the farm debts of the nation. The mortgages representing 
this indebtedness had held the owners of the farms and 
the plantations of the West and the South in servitude 
from the days of the Civil War. When these debts, pay- 
able in lawful money of the United States, were con- 
tracted, cotton and wheat were comparatively high in 
the markets of the world and the volume of currency in 
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the country was still in the process of contraction. When 
the nineties came, the contraction had taken place. The 
dollar circulating medium, in the United States, was not 
more than twenty-two dollars per capita, and in some of 
the Southern States the actual money in circulation to 
transact the business of the people did not amount to more 
than four or five dollars per capita. 

The producers of the great agricultural products of the 
day, cotton and wheat, selling their surplus production 
in English markets, had suffered greatly on account of 
the distressing business conditions in the early nineties. 
affecting the purchasing markets for these crops. Prices 
had gone down to the lowest ebb; cotton was selling on the 
plantation for five and six cents a pound, and wheat on 
the farm for correspondingly low prices. Mortgages were 
falling due without the money to pay them; the home and 
the fireside were threatened; disaster faced a large por- 
tion of the agricultural population of America. They 
needed help then and they asked it of their Government. 
As to whether they asked wisely or well did not affect the 
political equation. They were not trained as international 
financiers and did not see that the price of their cotton 
and their wheat was established in the gold-standard mar- 
ket of England rather than in the markets of America; 
but they did realize that there was more money in circula- 
tion when they contracted their debts than there was when 
they were called on to pay them in the nineties. They felt 
that the dollar they must pay with had a much greater 
purchasing power than had the dollar they borrowed. The 
owner of the mortgages had charged them with advocat- 
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ing repudiation. They indicted him for inordinate self- 
ishness in endeavoring to exact in payment of the debts 
the last pound of flesh, a dollar of more value than was 
his due. 

When the terms of the contract are forgotten and do 
not stand out as the foremost equation in determining 
the right and the wrong of the issue, there is much, very 
much, to be said on the farmer’s side of the problem. The 
statesmen of the South and the West lost the battle for 
their constituencies, not because of the moral equation in- 
volved, for that was certainly a two-sided question, but 
because they attempted to answer the greed of the mort- 
gage-holder by the establishment of an expanding cur- 
rency on a basis that could not be maintained on account 
of the economic equations involved. Had the country con- 
tinued the free and unlimited coinage of silver at sixteen 
to one, we would not have achieved the double standard; 
we would have accomplished a new single standard, the 
silver standard. Gold would have of necessity gone into 
hiding and become a commodity for sale rather than a 
money to measure value. 

Many at the time admitted the contention that the dou- 
ble standard at sixteen to one was not a possibility; but 
in the anxiety and stress of the hour they said, “Why 
not the silver standard? It will give the people the money 
they need in circulation to pay their debts with and be a 
fairer measure than the ever contracting gold standard.” 
The position taken by these men was an honest one, but 
time has not sustained their case. The matter of first im- 
portance was the value of their crops in the international 
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markets of the world where the prices were fixed. This 
price was measured in the gold standard of Europe. A 
cheaper measure of value in America at that time would 
in all probability have increased the cost of the goods 
the farmers purchased, for they were manufactured in 
America behind the protecting influence of a tariff wall, 
and would have stimulated the price of labor in the fields, 
but not the price of cotton and wheat. 

The men who stood behind this contention were among 
the ablest statesmen in the land. Sounding the roll-call 
of the Senate we find among the foremost in the column 
John T. Morgan of Alabama, James K. Jones of Arkan- 
sas, John B. Gordon of Georgia, David Turpie of Indi- 
ana, John Martin of Kansas, James Z. George of Mis- 
Sissippi, George Graham Vest of Missouri, William 
Vincent Allen of Nebraska, Roger Q. Mills of Texas, and 
John Warwick Daniel of Virginia. It would be interest- 
ing to review the speeches of these men and those of their 
able colleagues in the House of Representatives in the 
debate on the repeal of the purchasing clause of the Sher- 
man act, the greatest debate that had taken place in the 
Congress of the United States since the days when the 
political division began on the slavery question back in 
the forties and the fifties of the nineteenth century. 

Let me call to your attention the words of the man who 
became the typical representative of the cause of bimetal- 
lism, not by any means its foremost champion, not its 
most earnest advocate, not its most forceful exponent, but 
the man in whose hands was placed the banner that rep- 
resented the cause, who in the days of his youth possessed 
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a charming personality and all the fire and force of the 
real orator. He was William Jennings Bryan of Nebraska, 
three times a candidate of the Democratic party for 
President of the United States. 

When the issue came before the House of Representa- 
tives on the sixteenth day of August, 1893, his beauti- 
fully clear and vibrant voice rang out with the mellowness 
of a church bell, challenging the position of his party ad- 
ministration and impugning the motives of his party 
leaders. In part he said: 


We often hear our opponents complain of the cupidity of the 
mine owner. Let us admit that the mine owner is selfish and that 
he will profit by the increased price of silver bullion. Let us for the 
sake of argument go further and accuse him of favoring the free 
coinage of silver solely for the purpose of increasing the price 
of his product. Does that make him worse than other men? Is not 
the farmer selfish enough to desire a high price for wheat? Is not 
the cotton grower selfish enough to desire a high price for his cot- 
ton? Is not the laboring man selfish enough to desire higher wages? 
And if I may be pardoned for the boldness, are not the bankers 
and business men selfish enough to ask for legislation at our hands 
which will give them back prosperity? Was not this extraordinary 
session called in order to bring back prosperity to our business 
men? Is it any more important that you should keep a mercantil- 
ing house from failing than that you should keep a mine from sus- 
pending? The money loaner has just as much interest in the rise in 
value of his product—money—as farmers and miners have in the 
increased price of their products. 


Again he said in this speech: 


The last census shows a real estate mortgage indebtedness in the 
five great agricultural states—lIllinois, Iowa, Missouri, Kansas and 
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Nebraska of more than a billion dollars. A rising standard means 
a great deal of distress to these mortgagors, . . . the mortgage re- 
mains nominally the same though the debt has actually become 
twice as great. 


An interesting plea to the farmers of the country and to 
the silver miner, he plead only for the restoration of the 
money of the fathers. 


It is safe to say that taking the gold and silver of the world— 
and it is more true of silver than of gold—every dollar’s worth of 
metal has cost a dollar. We believe that the opening of our mints 
to the free and unlimited coinage of gold and silver at sixteen to 
one would immediately result in restoring silver to the coinage 
value of $1.29 per ounce not only here but everywhere. . . . There 
is not enough of either metal to form the basis for the world’s me- 
tallic money; both metals must therefore be used as full legal ten- 
der primary money. . . . The nation must therefore either retain 
the present law or make some provision for silver. . . . The Sher- 
man law, passed in 1890, was a substitute for what was known as 
the “Bland law.” It will be remembered that the “Bland law” was 
forced upon the silver men as a compromise and that the oppo- 
nents of silver sought its repeal from the day it was passed. It will 
also be remembered that the Sherman law was in like manner 
forced upon the silver men as a compromise and that the oppo- 
nents of silver have sought its repeal ever since it became a law. 
. . . Does anyone believe that Mr. Cleveland could have been 
elected President upon a platform declaring in favor of the uncon- 
ditional repeal of the Sherman law? Can we go back to our people 
and tell them that, after denouncing for twenty years the crime of 
1873, we have at last accepted it as a blessing? 


In an article in the ‘Atlantic Monthly” of March, 
1897, four years after Mr. Bryan’s eventful speech, an- 
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other historic figure in American politics, Woodrow Wil- 
son, said that the repeal of the Sherman act “‘was the 
President’s victory ... and everyone knew it... . 
Until he came on the stage, both parties had dallied and 
coquetted with the advocates of silver. Now he had 
brought both to the parting of the ways ... such a 
stroke . . . made it certain that at the end of that term 
he should either have won his party to himself or lost it 
altogether.” 

The fact is that at the time, Mr. Cleveland lost all 
save honor and the achievement of a great position. John 
G. Carlisle, in his recommendation to the Congress, 
pointed the way that would have established a sound and 
solvent currency and at the same time have granted the 
relief that Mr. Bryan prayed for. But the smoke of the 
battle was too close at hand for the generals in command 
to see the way out. It came twenty years afterward when 
Woodrow Wilson was President of the United States. 


CHAPTER XXIII 


MONETARY SYSTEMS—CARLISLE AND CURRENCY 
REFORM 


IF we attempt to establish principle in legislation by re- 
viewing the history of past generations we must at least 
go far enough to gather together the facts that bear on the 
case. In the last chapter I reviewed the high points that 
affected the legislation in repealing the silver bullion 
purchasing clause of the Sherman act, that ultimately led 
to the establishment of a single gold standard in the 
United States. Before we can fairly judge the merits of the 
legislative proposal made at the time by the secretary of 
the treasury to establish an asset currency we must give 
at least a cursory review of the financial and monetary 
situation of some of the great nations of the world with 
whom our countrymen transacted our international busi- 
ness, and who became ultimately the consumers of the 
surplus production of the American farms, fields, and 
factories. 

Foremost among these were the people who inhabited 
the British isles, so let us consider the financial laws 
that governed them. On account of her far-flung colonial 
possessions, on account of the importance to us of her in- 
dustrial and financial problems, and because of the abil- 
ity of English statesmen to solve the difficult questions of 
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money and finance to the best interests of the mercantile 
and industrial people they represented, it may be worth 
our while to pause long enough to review to some extent 
the monetary conditions of England in the panic days of 
the nineties. 

The English unit of value is the largest measure of 
value among the great nations of the world. The English 
sovereign, or pound sterling as it is called to-day, is of 
comparatively recent origin and not a coin that has per- 
sisted as an exchange of value for man for centuries past. 
If I am correctly informed, the pound sterling originally 
was just a pound of silver and was used as the financial 
weight on the scales of commerce to measure the value of 
other commodities. The weight has been reduced in the 
course of time and the metal that fixes the value has been 
changed, but the name has persisted, as names often per- 
sist in the life of a family, even after the national iden- 
tity has changed. 

Before the nineteenth century there existed a double 
standard of gold and of silver in Great Britain. This was 
not so difficult of accomplishment when we consider that 
the relative commercial values of gold and silver from 
1641 to 1680 were fifteen to one; from 1681 to 1720, 
15.21 to one; from 1721 to 1760, 14.75 to one; from 
1761 to 1800, 15.09 to one. But when the ratio in 1893 
in the commercial markets of the world had become 26.49 
to one, a different problem was presented. 

If the relative production of gold and silver had re- 
mained, the double standard would have continued to rule 
in the coinage of the world’s money, but when the mining 
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of silver bullion far outstripped the records of the past, 
an artificial decree of a government could not sustain a 
ratio that the law of supply and demand was destroying 
year by year. At the close of the Civil War the world’s 
production of silver was about normal; in 1866 the 
world’s production of gold was the usual supply. After 
our Government had returned to a specie basis, silver pro- 
duction from 1881 to 1890 was $1,298,820,000 coining 
value; for the same period the production of gold was 
$1,008,807,600. In 1891, just before the panic, the an- 
nual production of silver had increased to $177,352,000 
and the gold mined that year was $130,650,000. The 
mined volume of silver was five times as great as it was 
a quarter of a century before and the production of gold 
had not increased or diminished appreciably. The mining 
equation had changed so greatly that mere human laws 
could not control it. 

An act of the Parliament of Great Britain was passed 
in 1816, establishing a single gold standard as the mone- 
tary measure of value. Since that time silver has been a 
legal tender only to the extent of two pounds. “A pound 
troy of gold of standard fineness, 916 2/3 thousandths, 
under the law of 1816, is coined into 46.725 sovereigns; 
so that the legal weight of the sovereign is .23682 of an 
ounce, or 123.274 grains, or 7.988 grammes; and the fine 
gold contained in a sovereign is 113.001 grains.” 

The gold coins are a legal tender to any amount in 
Great Britain. The sovereign measured in its gold value 
is worth 4.86 2/3 American dollars. The paper money of 
Great Britain is not issued by the Government but prin- 
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cipally by the Bank of England, which has the chief note- 
issuing function of the kingdom, although there are a few 
other banks of issue. 

The Bank of England was founded two hundred years 
before the time I write about, and under its last charter 
possesses a monopoly of the right to issue bank-notes as 
money in England and Wales. The limitation on the 
power of the bank to issue notes is its power to acquire the 
precious metals with which to redeem the notes, unless 
there is an extraordinary and special grant given by the 
Parliament to meet emergencies, as happened during the 
period of the great war. 

The bank has the power to issue notes upon silver bul- 
lion deposited to the extent of one fifth of its metallic re- 
serve, but gold remains the only accepted metal. The real 
security that lies behind these notes, besides its gold re- 
serve, is the commercial bills payable that the bank owns. 
In other words, practically speaking, its currency is based 
on available assets and has the power to expand and con- 
tract to meet the business emergencies of the lrour. 

In 1894 these Bank of England notes amounted to 
£25,442,695 in circulation, with only £3,715,492 by the 
other banks of issue in the United Kingdom. At that time 
the monetary stock available in the United Kingdom in 
the banks or in circulation was £121,000,000 gold, £22,- 
400,000 subsidiary silver and £39,160,000 bank-notes. It 
must be borne in mind that in the United States a vast 
deal of our business is transacted or settled by the checks 
of individuals drawn on the banks, but that a large 
amount of the business transactions of British commerce 
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are liquidated by bills payable on long or short time and 
negotiated with the banks, giving the basis for a sound, 
safe, and fluctuating currency that is available to meet 
ordinary business emergencies. 

In the year 1865 a monetary convention organized the 
so-called Latin Union, formed by the states of France, 
Belgium, Italy, and Switzerland, in which the French 
monetary system was adopted, with the franc as the meas- 
ure of value. Originally this money was established by 
accepting the double standard with silver at the ratio of 
fifteen and a half to one of gold. The coins circulated 
as full legal tender, but after the convention of 1865 the 
coinage value was changed, and the legal tender of the 
subsidiary stlver coinage was limited to fifty francs as 
between individuals, and one hundred francs in the pay- 
ment of the state. 

Measured in gold dollars of the United States, a gold 
franc was worth 19.3 cents and the silver franc 17.3 cents. 
To state the case differently, a kilogram of fine gold was 
equal to $664.60 in our money and would produce 3100 
francs. Under the convention of 1865, which was des- 
ignated to last for fifteen years, each state in the Latin 
Union pledged itself to receive the coins of the other states 
of the union as full legal tender in unlimited amounts, 
except that subsidiary coin was limited to one hundred 
francs, and each state bound itself to redeem its own coins 
in gold or in five-franc pieces for a period of two years 
beyond the termination of the union. 

In the seventies, Germany demonetized silver, which 
increased its flow into the mints of the countries compos- 
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ing the Latin Union and drove the gold out of circula- 
tion. 


A convention of the States of the Union in November, 1878 ex- 
tended the compact until November, 1885, and in the last-men- 
tioned year it was extended indefinitely, with the proviso that it 
might be terminated after January 1st, 1891, upon one year’s no- 
tice. The free coinage of the five-franc piece was permitted, but all 
pieces of that denomination presented by any of the other States 
were made redeemable in gold, and those pieces of the State open- 
ing its mints were not to be received by the treasuries of any of 
the others as theretofore. It is, perhaps, needless to say that the 
free coinage has not been resumed. If the Union is terminated, 
each State must redeem the silver pieces it has issued which may 
be circulating in any of the other States, any balance due to be met 
in gold; this proviso is modified somewhat in the case of Belgium 
and Switzerland. 


The coinage of silver, except subsidiary silver, ceased 
in France in 1891. At the time of which I write, the out- 
standing gold coin in circulation amounted to about fif- 
teen billion francs. Notes issued by the Bank of France 
exclusively were largely in circulation and were legal ten- 
der so long as that institution maintained specie pay- 
ments. 

The Bank of France was originally chartered in 1800 
and survived many changes in the form of government 
from that time down to the period of the Baring Broth- 
ers’ failure. In 1894 it had the power to issue notes to the 
extent of four billion francs. The basis of redemption of 
these notes rested on the collection of the money lent to 
its customers. No requirement was made as to a definite 
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amount of specie to be held for the redemption of the 
notes, but the basis of France’s paper money in circula- 
tion was a bank issue, in Government notes redeemable 
by the bank in gold coin and capable of expanding and 
contracting to meet the exigencies of business. In Belgium, 
Italy, and Switzerland, then belonging to the Latin Mone- 
tary Union, the measure of value was the franc, which 
has already been described. The paper money was is- 
sued by the banks; it was an asset currency. 

The monetary system of Germany dates from the es- 
‘tablishment of the German Empire immediately after the 
war with France in 1871. A law enacted by the Govern- 
ment in 1873 established the single gold standard for the 
empire in place of the single silver standard that had 
been the money measure in the separate German states. 
The mark was made the unit of value. One kilogram of 
fine gold coined into 2790 pieces, each piece being the 
measure of a mark worth in our money at that time 23.8 
cents. The gold mark was legal tender. Other coin older 
than the empire itself remained in circulation for many 
years. The paper money was not issued by the Govern- 
ment but was the notes of the Imperial Bank. To quote 
from the “Monetary Systems of the World” (L. J. Muhle- 


man): 


Notes are also issued by the Imperial Bank, operating through 
branches. It is a private bank, but under the immediate supervi- 
sion of the Government. It was established as the bank of the em- 
pire in 1875, but existed as the bank of Prussia as far back as 
1765. Its capital is 120,000,000 marks; its circulation may not ex- 
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ceed three times its metallic reserve; uncovered notes beyond a 
fixed amount are, however, taxable to the extent of 5 per cent. This 
fixed amount was originally 250,000,000 marks; but 33 other 
banks were then authorized to issue without tax 135,000,000 
marks; as these banks go out of existence or surrender their circu- 
lation, the Imperial Bank becomes entitled to increase its non- 
taxable circulation by the amount so withdrawn; so that the pres- 
ent limit is about 300,000,000 marks. 


The basis of this currency was the assets of the bank, 
consisting of its loans and the requirement that it should 
redeem its notes in gold. It was not a hard and fast cur- 
rency issued under statutory restrictions, but a flexible 
currency adapted to meet the needs and wants of busi- 
ness, and was established on a strictly gold basis. It was 
what may be described as an asset currency. 

It is not necessary for me to go farther in recalling to 
your attention the monetary systems of the various na- 
tions of the world. I have merely done so thus far before 
reviewing the recommendations to the Congress of John 
G. Carlisle, the secretary of the treasury, to call to your 
attention that the great commercial nations of the world 
to whom we sold our wheat, meat, and cotton, our sur- 

-plus agricultural production and most of our exports, at 
that time were operating practically under the single gold 
standard and did business under a bank-note paper cur- 
rency that fluctuated in the amount in circulation so as 
to meet the exigencies and the needs of commercial busi- 
ness. Was not gold the measure of value that in the last 


analysis fixed the price of the wheat and the cotton of the 
American farmer? 
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Mr. Carlisle, in his annual report to the Congress in 
December, 1894, making a recommendation for the estab- 
lishment of an asset currency said: 


The Comptroller suggests that as the Government would permit 
the banks to issue notes against a portion of their assets, the banks 
should for such franchise relieve the Government of the continued 
embarrassment of the current redemption of its Treasury issues. 
He would have each bank in the system keep with the Treasurer 
or at each redemption agency a sufficient sum in gold coin or law- 
ful money of the United States to currently redeem the notes is- 
sued by the banks, both against the Treasury note deposit and the 
notes issued against the assets of the banks. He believes that all 
other provisions of the National Bank Act should remain as they 
are, except those wherein such change can be made as will make 
the system more conducive to the public good than it now is and 
that whatever legislation is enacted upon the subject of note is- 
sues should be carefully prepared and surrounded by such safe- 
guards as would make the issues of the banks as safe as they are 
now. Any changes which are made should be to secure, upon the 
one hand, a greater elasticity in note-issuing function of the banks, 
and at the same time give such relief as is possible to the General 
Government from the dangers incident to the current redemption 
under existing laws, of notes issued by the Treasury Department. 


At that time (1894) J. H. Eckels was the comptroller 
of the currency. It was to his report that Mr. Carlisle re- 
ferred in his annual report to the Congress. The report 
of Comptroller Eckels is an interesting and historic docu- 
ment. It is true that at that time England, France, and 
Germany, our great commercial rivals, were transacting 
the business of their countries under an elastic asset cur- 
rency issued by their national banks and had been doing 


282 Drifting Sands of Party Politics 


so for a number of decades past. Therefore, there was 
nothing new in the recommendation of Mr. Carlisle in 
the world of finance. He merely recommended an old 
and tried system, one that the financiers, bankers, ‘and 
business men knew would be more in keeping with the 
modern transaction of business and a more effective aid 
to commerce than the patched-up system of inelastic 
money provided by the laws of our Government. Because 
existing law was not elastic, it did not readily respond 
to the business needs of the people and became a menace 
rather than an aid in times of stress and financial dan- 
ger. 

As the report of Mr. Eckels is quite lengthy, I shall 
not attempt to quote it in full, but will give his exact 
language in part and reflect in my own language his 
viewpoint as to the rest. In the report he said: 


It is respectfully suggested that not only as good but better re- 
sults would be obtained if the present banking act were amended 
by repealing the provision thereof requiring each bank, as a pre- 
requisite to entering the system and issuing bank-note currency, to 
deposit Government bonds. 

In lieu of such provision should be substituted one permitting 
-the banks to issue circulating notes against their assets to an 
amount equal to at least 50 per cent. of their paid-up unimpaired 
capital. In order to guarantee the note holder against loss on ac- 
count of the issue of an insolvent bank, a safety fund should be 
provided by graduated taxation upon the outstanding circulation 
of the banks until the same should equal not less than 5 per cent. of 
the total of such outstanding circulation. Such fund would be held 
by the Government as an agent only and for the purpose of imme- 
diately redeeming the notes of such insolvent bank. It should be 
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as speedily as possible replenished by a fixed and a paramount lien 
out of the assets of the bank and the shareholders’ double liability. 
The redemption of such notes should be immediate upon presenta- 
tion. Whatever other changes, if any, it would be necessary to 
make in the present system relative to current redemption of bank 
notes, and the Government’s position relative to the same and kin- 
dred matters, it is unnecessary to here set forth. If the recommen- 
dation here made, together with that which will follow, should 
receive consideration at the hands of Congress, a bill drawn as care- 
ful study and investigation of the whole subject would necessarily 
embody all the details incident to a change from a bond to’a safety- 
fund security as a basis for bank circulation. 


The Comptroller then proceeded to discuss the great 
benefits that would accrue to the General Government by 
the change in the form of security for bank-note issues 
from United States bonds to the rightful assets of the 
bank in the form of commercial indebtedness. 

The American Bankers’ Association and many of the 
leading financiers and students of political economy in 
our country heartily indorsed the proposal. The sugges- 
tion made to the Congress was already embodied in the 
Canadian bank system and at least in part in the Scotch, 
English, and German systems then in operation, which 
had stood the test of time. 

In passing, let me say that the best assets of the banks 
intended to secure the asset currency issued by them were 
their good business notes falling due and payable at fre- 
quent periods. The loss incident to the failure to pay 
when they became due to the bank was very little, as past 
experience had shown, and it put the burden of securing 
the lawful money for the redemption of the bank-notes 
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upon the business customers who borrowed from the 
bank, and did not let the responsibility or burden of 
redemption rest upon the Government. At the same time it 
organized a currency system that was elastic in its note- 
issuing functions and not tied down to a hard and fast 
line, as was the existing system fixed by law. 

The comptroller’s recommendation favoring a small 
tax to be levied on the issuance of these notes to insure 
the redemption of notes issued by banks that failed was a 
mere incident to the organization of the system, one that 
undoubtedly could have been carried out on safe and 
sound lines by thus providing for a contingency which 
could be as well taken care of in other ways. The comp- 
troller then discusses the benefits that the public would 
receive from the inauguration of the system he proposed, 
and says: 


In considering the question of the benefits to the public of a 
bond deposit on the part of the banks it is well to remember that 
the comparatively few failures on the part of national banks have 
not been because of any security given by them for their circula- 
tion, but because of prudent and honest management on the part 
of those in charge of them, and the careful supervision and exami- 
‘nation of them by the officers of the Government. Under the same 
character of management and the same superintendence and watch- 
fulness on the part of the Government, failures will be not more 
numerous under a change in the respect named, and therefore the 
deductions made from the facts of the past are a safe basis for 
calculations as to the future. 

The changes thus outlined will upon investigation, it is believed, 
prove to be safe in affording complete security to the note holder 
and give to the business interests of the country a note issue re- 
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sponsive to their needs. Within the measure of percentage of is- 
sue against assets granted the banks will be such range as will en- 
able them to keep out sufficient currency to meet the ordinary de- 
mands of business and to speedily take out whatever extra amount 
is necessary to meet extraordinary occasions. It will not permit of 
an overissue if the notes issued under such system are convertible 
in coin on demand and the proper and speedy redemption of them 
as is necessary to carry on trade, and the remaining ones, it being 
unprofitable to have them in circulation, will at once return for 
redemption. 


The comptroller further suggested that if the banks 
should be given the power to issue circulating notes 
against their live assets instead of against bond secur- 
ity, the primary burden should be placed on the banks 
for the current redemption of the outstanding treasury 
notes, the ultimate redemption of course to fall upon the 
Government; but that the Government should be relieved 
of the embarrassment that then confronted it, as it would 
be to the interests of the banks to aid in the maintenance 
of the gold reserve. And finally the comptroller of the 
currency said: 


It is therefore suggested that if Congress shall repeal the pro- 
visions of the present act requiring the national banks to make a 
deposit of Government bonds in order to secure circulating notes, 
and substitute therefor a provision giving them instead the right 
to issue the same against their assets, it incorporate therein as a 
part thereof that as a prerequisite to so doing the banks be com- 
pelled to deposit with the Treasurer of the United States legal ten- 
der issues, or issues under the act of 1890, equal in amount to the 
difference between the percentage of their capital stock of issues 
granted against their assets and the total of such capital stock. 
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The deposit thus made ought to remain with the Treasurer until 
the bank ceased either through voluntary or involuntary liquida- 
tion to do business, and in either case the Government ought to 
then redeem and cancel such Treasury issues deposited. It is only 
by such permanent deposit during the life of the bank that the is- 
sues named can be removed from current presentation for re- 
demption. 


It will be noted that there is great similarity in prin- 
ciple between the suggestion made to the Congress in 
December, 1894, by John G. Carlisle, the secretary of the 
treasury, and by the comptroller of the currency, and the 
system of asset currency that has since been adopted as 
the law of the land under the legislation creating the Fed- 
eral reserve banks, 

The proposals differ in detail; in principle, there is 
but one marked difference, which could have been ana- 
lyzed and corrected at the time of the original proposal 
had the Congress seen fit to give consideration to the rec- 
ommendation of the secretary of the treasury, which it did 
not. That difference in principle is that under the proposal 
then made the issuance of asset currency within the pre- 
scribed limitation of the amount would have been within 
the control of the national banks of the country. The sys- 
tem now established by law operates under the supervi- 
sion and to some extent under the limitations placed upon 
it by the Federal Reserve Board, whose members are ap- 
pointed by the President of the United States, rather than 
primarily in the interest of the banks. 

I am not critical of the action of members of Con- 
gress in refusing to give consideration to a system that in 
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the course of time they were compelled to adopt by reason 
of the necessities of the case, because I realize, as we all 
do, the ordinary limitation of human nature and its in- 
ability to grasp the right and the wrong of a situation 
under certain circumstances. 

No absolutely just treaty was ever made between na- 
tions immediately after the close of a war, when the men 
at the conference table still had the blood of battle on 
their hands. So it was when this recommendation came 
before the Congress. At few times in the history of our 
country, when we were not actually engaged in the war, 
has the stress and rancor of partisanship been more in 
evidence that it was between the contending ranks in the 
closing days of Mr. Cleveland’s last administration. 

When Mr. McKinley became President the cry of big 
business was for a high protective tariff. The Cleveland 
administration had relieved the immediate danger to the 
Treasury by repealing the purchasing clause of the Sher- 
man act. The establishment of a sound and safe currency 
system for the people of the United States went to the 
rear. We became involved in the war with Spain, with all 
its issues, and it was not until years after McKinley’s 
death that Senator Aldrich of Rhode Island, on behalf 
of his party, proposed a currency system to be regulated 
and controlled by the banks rather than by the Govern- 
ment. 

Suffice it to say that the main issue involved in the 
suggestion of Senator Aldrich was not far afield from 
that made by Secretary Carlisle in his annual report in 
1894. The Aldrich bill did not succeed because its authors 
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insisted that the final control should rest with the banks 
rather than with the Government, and thus the issue stood 
when we approached the Presidential election of 1912. 
So far as I know, the first suggestion favoring the es- 
tablishment of an asset currency controlled by the Gov- 
ernment rather than by the banks, and made by an offi- 
cial party organization, was a declaration of the state 
Democratic convention in Alabama, in the spring of 
1912, at the time it elected its delegates to the national 
convention that met in Baltimore on the twenty-fifth day 
of June of that year. 

Afterward the Democratic national convention at Bal- 
timore adopted as part of the platform the following: 


We oppose the so-called Aldrich Bill or the establishment of a 
central bank; and we believe the people of the country will be 
largely freed from panics and consequent unemployment and busi- 
ness depression by such a systematic revision of our banking laws 
as will render temporary relief in localities where such relief is 


needed with protection from control or dominion by what is known 
as the Money Trust. 


This declaration of the Democratic party, cloudy in 
the language used and indefinite in its statement of in- 
tention, was the impulse that subsequently led to the writ- 
ing and the passage of the bill known as the Federal Re- 


serve Act, which gave to the people of the United States 
a flexible currency system. 


CHAPTER XXIV 


ALDRICH-VREELAND BILL—NATIONAL MONETARY COM- 
MISSION—-FOWLER BILL—PUJO REPORT—NATIONAL 
AND STATE BANKS OF ISSUE 


BETWEEN the time of the recommendations made by Mr. 
Carlisle in the Cleveland administration, favoring the 
establishment of an asset currency for the country, and 
the enactment of a law establishing a flexible currency 
system for the people of the United States by the passage 
of the Federal Reserve Act in the administration of 
Woodrow Wilson, there intervened twenty years. Dur- 
ing this period of time the Republican party was in power 
and its leaders were not disposed to risk action on so vi- 
tal a political controversy as the change of our currency 
laws, fearing the effect that it might have on the electorate 
—not that proposals did not come from members of the 
Republican party, and not that there was a lack of un- 
derstanding as to the necessity for a radical change in our 
effete and unworkable currency system. 

The banking interests of the country wanted a change, 
but they wanted the change so made that they might con- 
trol. The party in power was politically afraid to give 
them control and therefore did nothing. The result was 
that the country suffered from several absolutely unnec- 
essary bank panics, panics that grew out of a lack of 
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confidence in our banks because we did not have an elas- 
tic system of currency that was able to respond to the 
needs of the solvent banks when unusual demands were 
made upon them. 

In the world of business there was a real and growing 
demand for remedial legislation. This demand was side- 
stepped and in part allayed by the appointment of a 
monetary commission. The popular sentiment favoring an 
amendment of the National Banking Act to allow the 
banks to issue a form of money on other security than 
government bonds was responded to by the act of May 
30, 1908, which was generally known as the Aldrich- 
Vreeland bill. This action met with the approval of the 
banking associations of the United States and had the in- 
dorsement of our business and commercial organizations. 

After the bank panic of 1893 it was admitted by all 
informed business men that most of the evils that hap- 
pened to commercial business were due largely to the lack 
of a suitable currency system. The same cry was renewed 
after the bank panic of 1907, which was even more di- 
rectly due to the failure of our currency system to func- 
tion properly than was the case in the panic of 1893. In 
the first instance the silver purchasing clause of the Sher- 
man act was largely at fault in creating the conditions 
that produced the panic, whereas the second disaster oc- 
curred under the rule of Theodore Roosevelt, the silver 
purchasing clause had been repealed more than a decade 
before, and the country, by legal enactment, had adopted 
the single gold standard. 

The bank panic of 1907 was not the result of distressed 
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business conditions coming from the outside world, or of 
stringent productive conditions originating in continental 
United States. It came almost solely and alone from the 
fact that the banks of the country were not able to respond 
immediately to the demands of their depositors by call- 
ing in their outstanding loans, which created a lack of 
confidence on the part of the depositors and was attended 
by large withdrawals of currency from the banks and 
money hoarding on the part of the people. An adequate 
banking and currency law could easily have met and 
saved the situation in 1907. 

My reading and investigation do not disclose a single 
scientific student of our monetary laws and our banking 
and currency situation that approved of our then existing 
system. In all the world we stood alone; nowhere could 
there be found a civilized country or a modern govern- 
ment where the people were compelled to do business un- 
der such an ill-advised and ineffective currency as we had 
in the United States at that time. There was no excuse for 
lack of action, except that the great banking institutions 
of the country demanded that when the change was made, 
there should be established a central bank, controlled and 
directed by the banking interests of America, with the sole 
power to regulate and control the issuance of bank-notes. 

The party in power was not prepared to antagonize 
this interest; at the same time it dared not create what 
public opinion would designate as a banking monopoly. 
The total lack of protection against panics and the need 
for remedial legislation were well expressed in the report 
of the Committee on Banking and Currency of the Sixty- 
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third Congress, submitted to the House of Representatives 
on the ninth day of September, 1913, by Carter Glass of 
Virginia. It reads as follows: 


Reference has just been made to the fact that the national bank- 
ing system, among other defects, fails to afford any safeguard 
against panics and commercial stringencies or any means of alle- 
viating them. This fact has received more attention than has thus 
far been given to any other in the whole range of the banking and 
currency discussion, and there has been more effort to apply some 
legislative remedy to this than any other condition. 

In practice, when commercial credit had hopelessly broken down 
and the banks of the country found themselves seriously threat- 
ened by danger of failure, they have united for mutual protection, 
and clearing house associations in the chief cities of the country 
have joined in the issue of certificates good in liquidating obliga- 
tions between banks. Sporadic and temporary as this remedy has 
been, it nevertheless has proven effective while in use, and after 
the panic of 1907 an attempt was made to provide for a perma- 
nent resort to this so-called clearing-house currency by passing the 
act of May 30, 1908, ordinarily known as the “Aldrich-Vree- 
land” law. This law will expire automatically on June 30, 1914, 
inasmuch as the act itself carries a provision limiting its own life 
to six years. The fact that this legislation will thus expire is re- 
garded by.many persons as an additional argument for action at 
the present time, inasmuch as the measure in question constitutes 
the only emergency protection against conditions of sudden diffi- 
culty in the money market that the country now has. The Aldrich- 
Vreeland law provides for the establishment of organizations of 
banks, to be known as National Currency Associations, which are 
to be allowed to take out notes under certain conditions. (Memo.) 


Under the Aldrich-Vreeland act, eighteen national cur- 
rency associations were formed, each association having 
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a capital and surplus that amounted to at least $5,000,- 
000 and having in its membership not less than ten na- 
tional banks. These banks were required to have an un- 
impaired capital and an unimpaired surplus of not less 
than 20 per cent. of their capital and to have United 
States bonds on deposit to secure circulation to the ex- 
tent of at least 40 per cent. of their capital. 

There were 286 national banks in these associations 
throughout the United States and the capital involved was 
nearly one third of the banking capital of all the national 
banks in the country. The terms of the Aldrich-Vreeland 
act required that the Government should print and have 
ready for distribution $500,000,000 in currency, to be 
issued to any of the banks or currency associations au- 
thorized to issue notes by the terms of the law. 

The individual banks were allowed to issue notes by 
depositing at the Treasury municipal and state bonds 
that had been approved by the agents of the Government, 
and were allowed to receive and exchange in currency 
90 per cent. of the par value of such bonds. 

The Aldrich-Vreeland bill was a makeshift, but a 
necessary makeshift to take care of an inadequate cur- 
rency situation. Had there been an abundance of United 
States bonds for sale in the country at reasonable prices 
and bearing fair rates of interest, as was the case back 
in the times of the Civil War when the national banks 
were originally organized, there would have been no good 
reason for the passage of the Aldrich-Vreeland act; but 
at the time of which I write, most of the national in- 
debtedness had been paid. United States Government 
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bonds bore a very low rate of interest and sold at a pre- 
mium. To relieve the banks when what currency we had 
was in hiding, and in part to respond to the demands 
of commercial business, more money was needed in ac- 
tual circulation than the Government had _ provided. 
When the Congress of the United States wrote the 
Aldrich-Vreeland bill, if it had had the courage—for it 
undoubtedly had the foresight, as the German and Eng- 
lish systems had been in operation for many years—it 
would have passed a flexible currency system that would 
have been equal to the requirements of business. 

The issuance of currency under the Aldrich-Vreeland 
bill was quite expensive to the banks and therefore was 
not resorted to except in cases where the situation was 
so stressed that a currency of some kind must be had, re- 
gardless of cost. Out of the passage of the Aldrich- 
Vreeland bill came the appointment of a monetary com- 
mission, which was called the National Monetary Com- 
mission and was composed of nine members of the United 
States Senate and nine members of the House of Repre- 
sentatives. 

The powers of the commission were set forth in sec- 

‘tion 18 of the act as follows: 


That it shall be the duty of this Commission to inquire into and 
report to the Congress at the earliest date practicable what changes 
are necessary or desirable in the monetary system of the United 
States or in the laws relating to banking and currency, and for this 
purpose they are authorized to sit during sessions or recess of Con- 
gress, at such times and places as they may deem desirable, to send 
for persons and papers, to administer oaths, to summons and com- 
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pel the attendance of witnesses, and to employ a disbursing officer 
and such secretaries, experts, stenographers, messengers, and other 
assistants as shall be necessary to carry out the purpose for which 
said commission was created. The commission shall have the power, 
through subcommittee or otherwise, to examine witnesses and make 
such investigations and examinations in this or other countries of 
the subjects committed to their charge as they shall deem necessary. 


The commission was organized immediately after the 
passage of the bill and continued its work until March, 
1912, when it was dissolved by act of Congress. Under 
the direction of the National Monetary Commission a 
number of books setting forth historical phases of the 
banking question were compiled and published, and a 
bill was drafted under the auspices of the commission and 
laid before the Congress, accompanied by a brief report 
made by Senator Theodore E. Burton of Ohio. The bill 
was referred to the appropriate committee in the Senate 
but was not acted upon. 

The work of the commission was not without value, al- 
though it produced no direct results. Most of its publica- 
tion was the revising of books and documents that had 
been published, but were of such historical value as to 
warrant their being brought up to date and republished 
for their additional uses, which was a real value in aid- 
ing the crystallization of a public sentiment favorable to 
the passage of legislation that would establish a thor- 
oughly scientific and effective banking and currency sys- 
tem for the country. 

The bill favored by the commission was introduced 
by Senator Nelson W. Aldrich of Rhode Island and is 
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generally known by his name. The Aldrich bill is de- 
scribed in the report of the committee on banking and 
currency submitted by Carter Glass, which I have here- 
tofore referred to, as follows: 


The Aldrich Bill was not a plan for a central bank as that term 
is properly used. It called for the creation of a national reserve as- 
sociation which was to do business only with banks, while the 
Government had but little power over the institution and the pub- 
lic neither business nor other relations with it. Without going fur- 
ther into the detailed analysis of the Aldrich bill, it may be stated 
that the committee objects to the plan fundamentally on the fol- 
lowing points: 

1. Its entire lack of adequate governmental or public control of 
the banking mechanism it sets up. 

2. Its tendency to throw voting control into the hands of larger 
banks of the system. 

3. The lack of adequate provision for protecting the interests of 
the small banks and the ‘tendency to make the proposed institu- 
tion subserve the purposes of the large interests only. 

4. The intricate system by which the reserve institution it cre- 
ated was prevented from doing any business that might compete 
with that of existing banks. 


5. The extreme danger of inflation of currency inherent in the 
scheme. 


6. The clumsiness of the whole mechanism provided by the 
measure. 


7. The insincerity of the bond-refunding plan provided for by 


it, there being a barefaced pretense that this system was to cost 
the Government nothing. 


8. The dangerous monopolistic aspects of the bill. 


This criticism of the Aldrich bill is a partisan one, 
but it is historic, as it represents the viewpoint of the 
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committee that drafted the currency legislation that was 
afterward enacted into law and became a part of our 
currency system. 

The Aldrich bill did not stand alone in the period of 
inaction on currency legislation that I have referred to. 
A very elaborate financial and banking system for the 
United States was proposed by Charles N. Fowler of 
New Jersey, a representative in the Congress. This pro- 
posal was never able to get the right of way for action 
in the Congress and died in its borning. It was a pro- 
posal not without merit; it was certainly an improvement 
on the existing banking and currency laws of the United 
States. Mr. Fowler submitted his plan during the Six- 
tieth Congress. About that time Maurice L. Muhleman, 
an able and distinguished writer on financial questions, 
proposed a plan for a central bank, which also went to 
the discard without action. 

The Banking and Currency Committee of the House 
of Representatives in the Sixty-second Congress was au- 
thorized by a house resolution to investigate banking and 
currency conditions in the United States as a basis for |. 
remedial legislation. 

The report of the committee was made to the House by 
Mr. Pujo, its chairman, on the twenty-eighth day of 
February, 1913, a few days before that Congress ex- 
pired by limitation of the law and too late for considera- 
tion and action. The report, a most interesting one, had 
its weight and inffuence in the Sixty-third Congress when 
the bill creating the Federal reserve system was con- 
sidered. 
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The report, after describing the clearing-house as- 
sociations of the banks in the United States and the New 
York clearing-house association in particular, criticizes 
their tendency to usurp power and then says: 


At times of extreme stringency in the money market, notably in 
1893 and 1907, they have issued to members without authority of 
law, on the security of their assets, so-called loan certificates, 
which without payment of the circulating tax of 10 per cent., passed 
as currency in some cities, as in New York, not only among the 
members to pay balances at the clearing houses, but in others 
among the general public as well. 


In 1907 upward of $250,000,000 in such certificates 
were issued, and the banks contended that such unau- 
thorized addition to the circulation was the only avail- 
able means of relieving, without dangerous delay, a very 
acute money stringency attended by panic. This was true; 
the unlawful money called ‘“‘clearing-house certificates’ 
resulted only in the public good, and, so far as I know, 
no one suffered from the unlawful acts; but it was rather 
an anomaly and certainly a severe criticism on the exist- 
ing currency laws of the country, when we remember that 
the National Bank Act deliberately drove out of circu- 
lation the currency issued by the state banks by taxing 
it 10 per cent., to find the banks organized under this 
very law themselves defying the mandate of the Govern- 
ment that was intended to give them a monopoly of the 
bank-note circulation of the country. The committee re- 
port says: 
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It is nevertheless true that such issues involve a partial suspen- 
sion of specie payments, which is humiliating if not actually inju- 
rious to the credit of the country. In the absence of governmental 
control, as at present, they also place a dangerous power in the 
hands of the clearing-house associations, which determined to 
whom the certificates shall be issued and when they shall be re- 
tired. As the associations in this regard act through small commit- 
tees, a bank will often find the decision upon its application for 
assistance resting with its keenest competitors, with no right of re- 
view. 


The situation arose out of conditions resulting from 
bad laws, but it may truthfully be said if the banks had 
not issued these clearing-house certificates to circulate 
as money in the panic years of 1893 and 1907, many 
more banks would have failed than those which actually 
closed their doors to their depositors. 

The committee report gives a very clear analysis of the 
concentration of control of money and credit, especially in 
the great banking centers of the country. It is not worth 
while to review this part of the report now, but it un- 
doubtedly had its effect on the country and on the Con- 
gress when the time came to write constructive legislation. 

The viewpoint of the committee is expressed in the 
following language: 


Until other measures of relief are provided by Congress, clear- 
ing-house associations should be permitted to issue certificates on 
the security of their members’ assets for circulation amongst mem- 
bers to pay balances owing to each other at the clearing house, but 
only on condition that both the issuance and retirement of such 
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certificates shall be under governmental control, as is now tempo- 
rarily provided by the emergency currency act of May 30, 1908, 
which expires in 1914. 

The purpose of the issuance of such certificates is to afford re- 
lief to solvent banks in times of stress and panic, when currency 
has gone into hiding. Under the system of government prevailing 
amongst clearing-house associations a small committee—the reg- 
ular clearing-house committee or a special loan committee or both 
together—determine to whom the certificates shall be issued and 
when they shall be retired. Since at such a time whether a bank 
can obtain certificates or must retire those already obtained is for 
it a matter of life and death, this arrangement puts in the hands 
of the few banks—usually the greater ones—represented on these 
committees a dangerous power over their weaker competitors. We 
do not say that such power has been corruptly exercised, but there 
is a decided preponderance of evidence that it had been at least 
mistakenly exercised with disastrous consequences. The objection 
would be removed if the decisions of the committee were review- 
able by the Comptroller of the Currency in cases affecting national 
banks and by the several State banking departments in cases affect- 
ing State banks and trust companies. 


In all these proposals there were matters of merit, but 
in all of them there was an objection not mentioned in 
the report of the Banking and Currency Committee to 
the Congress. The real and great objection to their adop- 
tion by majorities in the two houses of the Congress of the 
United States was that the legislation proposed placed 
the control of the flexible currency of the country in the 
hands of the banks of the United States, in large measure, 
if not entirely. 

It is true that the issue of bank-notes in England is 
entirely under the control of the Bank of England, but 
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it is also true that the directing power of the Bank of 
England, in part, is carried on by government directors 
and its stock is largely controlled by the commercial in- 
terests of Great Britain rather than a distinct banking 
class. It is also true that at that time the currency of 
Germany was issued under the direction of the Imperial 
Bank of Germany, but the governmental conditions of 
Germany before the great war were imperial and not at 
all similar to those existing in the United States. 

It must also be borne in mind that the national bank of 
issue was not a new political problem in the United 
States. As far back as 1791 was established the first Bank 
of the United States, organized upon a plan recommended 
by Alexander Hamilton, secretary of the treasury, with a 
capital of $10,000,000, of which the Government took 
one fifth; the rest was subscribed by individuals. It had 
twenty-five directors. It was prohibited from increasing 
its liabilities beyond the amount of its capital stock in 
excess of its cash holdings. In the event that it should fail, 
the directors were made personally liable for such excess. 
It was allowed to issue notes and the notes were receiv- 
able in payment of all dues to the United States. There 
was no limitation on the amount of its circulation. 

In 1802 the Government sold its stock to individuals, 
and the charter expired in 1811 and was not then re- 
newed. The bank was a real bank of issue, a successful 
institution; the Government made money out of its as- 
sociation in the bank. The sentiment supporting the fail- 
ure to reissue its charter was probably due to the fact that 
state banks were at that period quite numerous, and these 
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banks probably created a sentiment adverse to the Bank 
of the United States in order that they might occupy the 
entire field in the issuance of bank-notes circulating as 
money. 

The second Bank of the United States was chartered 
in 1816 with a capital stock of $35,000,000, of which the 
Government held one fifth, and five of the twenty-five 
directors were appointed by the President. The indebted- 
ness of the bank was limited to its capital stock. It had 
the power to issue bank-notes redeemable in specie. It 
was given the right to establish branches in the various 
States and the District of Columbia, and the Congress 
agreed in its charter not to charter any other bank during 
its existence. It was made the custodian of the public 
funds of the United States, but the secretary of the 
treasury had the power to remove these funds and de- 
posit them elsewhere. The distressed financial conditions 
growing out of the business reactions after the second war 
with England were probably the cause for the establish- 
ment of this bank. It is also probable that its original 
organization was both necessary and useful in carrying 
on the business of the country, and an aid in the restora- 
tion of our depleted government finances. 

From the beginning there was some sentiment against 
the bank coming from those interested in the state banks, 
but for a number of years it functioned with a degree 
of popularity and was a financial success until it entered 
the domain of politics and endeavored not only to supply 
a portion of the currency of the country, but at the same 
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time to dominate its political destiny. The result was the 
battle with President Jackson, resulting in the failure to 
renew its charter, which expired on March 3, 1836. 

The expiration of its Federal charter did not close the 
bank. It continued to do business under a charter granted 
by the State of Pennsylvania, until 1841, when its affairs 
were finally wound up. In 1856 its depositors had been 
paid in full and its outstanding notes had all been re- 
deemed. The stock that the United States Government 
held in the bank had been paid back to the Government 
years before with a profit, but in the end the stockholders 
lost their investment. 

During the early days of our national existence, in 
fact down to the period of the Civil War, numbers of 
state banks to issue currency were chartered by various 
States of the Union. All these banks received deposits. 
Many of them were badly managed and loosely or- 
ganized. In the New England States most of the banks 
were solvent and worthy institutions. In New York State, 
politics largely entered into the granting of the charters 
to the banks. They lacked proper inspection, and finan- 
cial troubles naturally followed. In a number of States, 
such as Kentucky, Ohio, Illinois, and others, the state 
government was more or less interested in the organiza- 
tion, direction, and profits of the bank, and few of these 
banks escaped financial difficulties. The Southern States 
especially suffered severely during this period from 
loosely organized and badly financed banks of issue. 

On the other hand, there were well managed and care- 
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fully financed banking institutions throughout the South 
and West that were not only a credit to the men that 
operated them but of lasting benefit to the commercial 
needs of their communities. New Orleans, the principal 
city in the South before the war between the States, de- 
veloped a great commerce at home and abroad, and in 
this period, the decades preceding 1860, it could not have 
maintained its commercial prominence and its business 
stability if it had not been for the wholesome state bank- 
ing law that promoted banking institutions which ade- 
quately responded to its business needs. 

State banks with the power to issue notes to circulate 
as currency continued as banks of issue until the adop- 
tion of the first National Banking Act in the period of 
the Civil War, when a prohibitive tax was placed on the 
issuance of bank-notes in order to clear the way for a 
national bank currency, which in the end proved itself 
to be a less efficient medium in its response to the needs 
of the country than that which it destroyed. I speak of the 
efficiency of the system and not of the solvency of the 
note. 

It therefore must be borne in mind that the establish- 
ment of a central bank of issue, or banks of issue, based 
on the solvency of the bills payable held by the bank, al- 
though new to the generations that had come up since the 
Civil War, was not new to the country or unknown to 
its financial history. More than that, the political battle 
with the second Bank of the United States that Andrew 
Jackson waged as President was a tradition of the Demo- 
cratic party, a tradition that had become an adverse 
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popular convention more difficult to overcome than the 
influence favoring a central bank. 

It would have been just as impossible to have passed 
legislation favoring a central bank of issue, or a banking 
institution that was authorized to control the issuance of 
any kind of money for the people of the United States, 
through a Democratic Congress at that time as it would be 
for an aeroplane to voyage to the stars. And yet when the 
time came to write the legislation that finally created the 
Federal reserve system, there were many of the leading 
bankers and financiers of America who insisted to the 
end that the power for its direction and control should be 
vested in and stabilized by a privately owned central 
bank. Their power and their influence were directed 
against the bill up to its passage, because of the fear that 
their privileges might be injured thereby. Since the 
Federal Reserve Law has become a part of the financial 
system of our country and proved its usefulness and ef- 
ficiency, it has met with the approval of both banking and 
business circles. Among some of its strongest defenders 
to-day are those who attempted to bar the way to its pass- 
age when the battle for sound and safe currency reform 
was being fought. 


CHAPTER XXV 
FEDERAL RESERVE BANKS—CURRENCY LEGISLATION 


Tue day of miracles has long since passed; the day of 
marvels is undoubtedly with us. The telephone, the radio, 
the phonograph, and the flying car have established path- 
ways in the life of civilization that in the early centuries 
of the Christian era would have been considered miracles. 
In our day and time they are spoken of as marvels, and 
in the centuries to come they will undoubtedly be regarded 
as just the ordinary conveniences of human life, taking 
their place in the world’s affairs on the same common 
level as the wheel and the lever that have been with us 
since the dawn of civilization. I say this by way of illus- 
tration. It was not a miracle that the Democratic party 
wrote a sound and conservative legislative enactment 
that gave to the country a sane and safe asset currency in 
the year 1913. No, it was not a miracle, but it was a mar- 
vel. It was a marvel not because it was in contravention 
of the principles of the party of Thomas Jefferson but 
because for half a century the leadership of the party had 
been moving in a different direction, and because the 
political conventions of the past had prevented a favor- 
able conception of a national bank system, especially a 
national bank system authorized to issue notes to cir- 
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Necessity knows no law; and when governmental ma- 
chinery becomes obsolete and inadequate to meet the needs 
of the people, ordinary conventions and precedents evapo- 
rate as does the mist before a rising sun, and honest men 
in legislative halls, unswayed by passion, prejudice, or 
interest, will go directly to the real solution of national 
difficulties, if permitted to do so. 

It was not to be expected that the Democratic party, 
when it came into power on March 4, 1913, would give 
to the country, before the calendar year was ended, a 
sound and safe banking and currency system that not 
only in the end met with the approval of the country and 
the party’s political adversaries but carried the United 
States of America through the financial difficulties of a 
great war and maintained its currency throughout on a 
sound and safe basis. 

The passage of the bill creating the Federal reserve 
system was a great accomplishment. There are many in 
and out of the Congress who are entitled to credit for the 
work done, but to none is more credit due than to Car- 
ter Glass of Virginia, the chairman of the Committee on 
Banking and Currency of the House of Representatives, 
who reported the bill to the House, and who, by reason of 
his official position, was compelled to stand the brunt of 
the fighting in conducting the measure through the pit- 
falls of legislative entanglements. 

His report clearly and fully expressed the necessity for 
the legislation and the object to be accomplished by its 
enactment. I shall therefore take the liberty, in this chap- 
ter, to follow in my own language the details of his report 
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in many particulars, and to quote from it in detail in 
some others. I was the leader of the House of Represen- 
tatives when this legislation came before the Congress for 
enactment. I had been a member of the House since Gro- 
ver Cleveland’s time, and was therefore personally fa- 
miliar, from a legislative standpoint, with the financial 
and currency problems that confronted the country, and 
I think it is only fair to say that the entire credit for 
this legislation is not due to the Democratic party or to 
its congressmen alone. Credit must also be given to many 
men in the opposition party, and to wise aid and advice 
coming from men not holding official position. 

The necessity for the passage of the Aldrich-Vreeland 
bill, the debates in Congress and out of it in regard to 
the enactment of this legislation, the work and investiga- 
tion of the National Monetary Commission and its aid 
in educating the country to a real belief in the importance 
of a sound and safe banking and currency law, the ini- 
tial work of Charles N. Fowler of New Jersey in pre- 
senting to the Congress a banking and currency system 
for the United States, the writings and papers of Maurice 
L. Muhleman, designing a plan for a central bank, the 
urge of the bankers of America, and the resolutions of 
the boards of trade and chambers of commerce favoring 
banking relief, all made up the intellectual streams cul- 
minating in the great river of thought that brought forth 
the bill passed in the Sixty-third Congress, creating the 
present Federal reserve system of the United States. 

I do not mean to say that all the proposals and sug- 
gestions that I have referred to above were in line with, 
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or in harmony with, the final enactment of the law that 
became known in legislative history as “H. R. 783,” “an 
act to provide for the establishment of Federal Reserve 
Banks, to furnish an elastic currency, to afford means of 
rediscounting commercial paper, to establish a more ef- 
fective supervision of banking in the United States, and 
for other purposes.”’ But what I mean is that the work, 
reports, and investigation that went before, demonstrated 
the futility of the country’s attempting to do business 
under the unsound and hard and fast currency laws that 
it had inherited from the era of the Civil War, with an 
inelastic currency, based on the least responsive redemp- 
tion system that could be devised. 

Since savage man first engaged in the system of barter 
and trade, the moving cause that accomplished com- 
mercial results has been the desire to dispose of some- 
thing less wanted for something more greatly needed. 
Without the assurance that the article to be received for 
the commodity exchanged was more desirable from the 
viewpoint of the purchaser, the trade would fall through. 

Gold became money, the measure of value, because it 
had a recognized value in trade throughout the world. Sil- 
ver and precious stones were its helpmates for centuries, 
but they functioned as a medium of exchange because of 
real value and not because of a legislative fiat. The 
coinage of the precious metals as money was not only an 
aid to commerce, but a protection to ignorant people who 
were not advised of their real exchange value. As the uses 
of money increased and its necessity in business multi- 
plied, the adoption of a paper form of money of some 
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kind to facilitate an exchange became also a necessity. 
The greenbacker, or fiat money man, believed that all 
that was necessary was for the Government to print its 
money, declare its value in payment of government debts 
and make it a legal tender in payment of private debts, 
and the equation would be solved. Within fixed limita- 
tions of volume, within the territory of the nation issuing 
the fiat money, this would be true, though time and ex- 
perience have proved the fallacy of fiat money when it is 
not redeemable in real value; but this is not the place to 
pursue the argument. 

The issuance of national bank notes secured by gov- 
ernment bonds was a very poor basis of security on which 
to circulate money. It is not that the bonds were not worth 
(under ordinary circumstances) as much as the national 
bank notes issued against them, but in the event of the 
bank’s failure to pay its notes in lawful money of the 
United States, the bonds must be sold—one debt sold to 
pay another debt; and if this happened at any time in 
large amounts, it depreciated the value of the security for 
the debt. 

The real basis for the circulation of the national bank 
notes, in the last analysis, was that they were redeemable 
in lawful money of the United States, for after the United 
States Government agreed to redeem all its lawful money 
in gold, the national bank note in effect had the United 
States Government to furnish the gold for its redemp- 
tion. This left with the Government the burden of final 
redemption not only of the greenback but also, in fact if 
not in law, of our national bank note. 
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The value of an asset currency as a means to transact 
business is that the security, when solvent, pays itself, 
and the responsibility to meet the demand payment is 
scattered far and wide. In the last analysis its real basis 
is commodity exchange. It is an easy method of returning 
to the original principles of barter and sale, for the 
commercial note behind asset currency represents the 
price to be paid at a definite date for commodities pur- 
chased. 

The commercial note, properly speaking, is a bill pay- 
able for corn, or cotton, or wheat, or meat, or some other 
commodity necessary to human life that has changed 
ownership. When the individual pays for the commodity 
purchased, the bill payable is redeemed and the asset 
currency is liquidated. Seldom is coined money needed 
to complete the transaction, because the paper money is 
acceptable as long as the holder of it knows he can ob- 
tain the coined money when desired. It is the logical and 
only sound and safe method of issuing money that can 
expand and contract with the growing needs and chang- 
ing periods of the productive business of the world. It 
was the need for such money that produced the legisla- 
tive impulse that finally registered itself in the enactment 
of the Federal Reserve Law. 

When the Sixty-third Congress met, there was a large 
and thoroughly organized Democratic majority prepared 
to do business for the nation. They were not raw recruits 
in legislative matters; they were veterans organized and 
trained in legislative work and procedure. They had not 
been in power long enough to become divided into cliques, 
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or to be swayed by outside influences. They were pri- 
marily loyal to their party and to its principles, and de- 
sirous of passing legislation that would be responsive to 
the needs of the country. 

This legislation was not enacted without difficulties 
and dangers. Within the ranks of the party in power 
there were many men, sincere and honest in their pur- 
pose, who believed that the Government could create 
value in the money it issued and that the real money that 
the people needed was a cheap money with which to pay 
their debts. Even if their contentions had not otherwise 
been unsound, they overlooked entirely the fact that the 
long-time debts of that period, the farm mortgages and 
the bonds based on transportation, were payable in the 
gold coin of the United States, and that the issuance of a 
cheap money would have put the burden of getting the 
gold on the man who had to pay the debt, rather than on 
the Government that should have supplied a sound and 
solvent currency. Men with these beliefs were in evi- 
dence not only in the halls of Congress but also in the 
cabinet of the President of the United States. 

On the other hand, although the bankers of America 
had long been in favor of an asset currency, a currency 
issued by the banks, redeemable in the gold coin of the 
United States, they wanted the power of control in one 
central bank, a bank like the Bank of England, except 
that they would have had it controlled by the bankers and 
not by the men engaged in commerce. Their desire for a 
single central bank to control the issuance of an asset 
currency was the rock on which the Fowler bill foun- 
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dered. The National Monetary Commission, under the 
leadership of Senator Aldrich, was unable to produce ef- 
fective results; the central bank idea was the impedi- 
ment that stood in the way of constructive legislation by 
the Republican party. From the time that Grover Cleve- 
land retired from the White House until the Demo- 
cratic party came back into power, in the administration 
of Woodrow Wilson, no effective legislation was passed. 

There were many in the Congress, and some in the 
President’s cabinet, who believed that the position of the 
bankers of America was right; that it would be a mistake 
to divide the control of the currency system into a num- 
ber of reserve banks instead of one, and equally a mis- 
take to control its final functioning by an organization 
such as the Federal Reserve Board, appointed by po- 
litical authority. These were the Scylla and Charybdis, 
the dangerous rocks between which the legislation was 
compelled to sail into the harbor of its ultimate success. 
That it accomplished this result is largely due to the 
patriotic desires of the Congress to respond to the coun- 
try’s need, and to the fact that the legislation was con- 
sidered for many days in a Democratic caucus of the 
House, where its fundamental principles were finally 
established and where its fiat of approval safeguarded 
the passage of the legislation through the House without 
disturbing or dangerous amendments. 

Now let us consider the legislation itself. The Bank- 
ing and Currency Committee of the House of Represen- 
tatives, in making their report of the bill to the Congress 
through Carter Glass of Virginia, the chairman of the 
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committee, stated the essential features of the proposed 
legislation in substance but not in detail. The report 
said that many plans for currency reform were examined 
by the committee and found unsatisfactory, some because 
of their carrying the objectionable features of the Aldrich 
bill, and others because they were defective in detail or 
faulty in construction. The committee made a complete 
digest of all the bills before them and analyzed the con- 
stituent elements. The report set forth the fundamentals 
of the legislation that were common to all the proposals 
to be: 


1. Establishment of a more nearly uniform rate of discount 
throughout the United States, and thereby the furnishing of a cer- 
tain kind of preventive against overexpansion of credit which 
should be similar in all parts of the country. 

2. General economy of reserves in order that such reserves 
might be held ready for use in protecting the banks of any section 
of the country and for enabling them to go on meeting their obliga- 
tions instead of suspending payments, as so often in the past. 

3. Furnishing of an elastic currency by the abolition of the ex- 
isting bond-secured note issue in whole or in part, and in substitu- 
tion of a freely issued and adequately protected system of bank 
notes which should be available to all institutions which had the 
proper class of paper for presentation. 

4. Management and commercial use of funds of the Govern- 
ment which are now isolated in the Treasury and subtreasuries in 
large amounts. 

5. General supervision of the banking business and furnishing 
of stringent and careful oversight. 

6. Creation of a market for commercial paper. 
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The committee stated that they had found a well- 
defined sentiment in favor of a central bank; that the 
idea was strongly intrenched in the great majority of the 
banks of the country, and was the natural outgrowth of 
the propaganda that had been issued by the National 
Monetary Commission and those who entertained the 
same views as that body for reform in our monetary sys- 
tem; that the central control proposed by the National 
Monetary Commission was not a bank in the technical 
sense of the term, because it did not do a general banking 
business, but in other aspects it exercised the functions 
and control of a central banking institution. The report 
then says: 


Without allowing itself to entertain any prepossessions either 
for or against the central bank idea, the committee carefully ex- 
amined this notion both at hearings and through private study. It 
reached in general the following conclusions: 

1. The idea of centralization or cooperation, or combined use of 
banking resources, is the basic idea at the root of central banking 
argument. : 

2. It is not necessary in order to obtain the benefits of the ap- 
plication of this idea that there should be one single central bank 
whose activities should be coterminous with the limits of a nation’s 
territory. 

3. Equally good results can be obtained by the federating of ex- 
isting banks and banking institutions in groups sufficiently large 
to afford the strength or cooperating power which is the chief ad- 
vantage of the centralization. 

4. In the United States, with its immense area, numerous nat- 
ural divisions, still more numerous competing divisions, and 
abundant outlets to foreign countries, there is no argument either 
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of banking theory or of expediency which dictates the creation of a 
single central banking institution, no matter how skillfully man- 
aged, how carefully controlled, or how patriotically conducted. 

5. It is therefore necessary to abandon the idea of a single cen- 
tral banking mechanism for the United States unless it shall be 
found that there are considerations of expediency which would dic- 
tate a resort to this policy. 


The real question of gravest importance in this legis- 
lation was the adoption of a plan for a flexible currency 
to be issued primarily by the regional banks under the 
care and direction of a governmental board, and to be 
redeemable in gold at the Treasury of the United States. 
This currency was to circulate as money and supply the 
needs of the people in meeting their obligations. As the 
report of the committee came after the caucus action of 
the Democratic party, it not only expressed the viewpoint 
of the committee but also that of a very large majority of 
the membership of the House of Representatives. 

The problem that was presented to the Congress for 
its determination was whether a mere reconstruction of 
the note-issue system that had been maintained by law 
since the Civil War would furnish a basis for the needed 
reform, or whether a more elastic currency must take 
the place of the old issues to relieve the business condi- 
tions that confronted the country. There was a general 
consensus on the part of the bankers and business men, 
as well as among those who advocated the issuance of fiat 
money, that the real difficulty lay in the inability of the 
banks to secure an adequate currency to meet withdrawal 
or expanding business conditions when needed and an 
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easy process for its retirement when it was not needed. 
The report of the committee also said: 


A careful study of this phase of banking discussion convinced 
the committee most unmistakably that those who would regard the 
banking and credit problem as soluble through the proper treat- 
ment of the paper currency question solely were accepting a super- 
ficial view of the real elements of the difficulty. As is well known, 
the bank extends its credit in two forms, either (1) by granting of 
a book credit or “deposit” or (2) by the issuing of notes. There is 
no essential difference between these two forms of credit, if they 
are protected by similar reserve funds, except that they are likely to 
have a different term of existence, the deposit credit being ordi- 
narily redeemed much more rapidly and efficiently than even the 
most elastic note issues. To provide therefore for a free issue of 
note currency, whether by the Government or by the banks, would 
not meet the need for a more effective supply of deposit credits. 
In times of stress the difficulty under which banks labor is not 
usually that of lack of assets, but is that of inability to convert 
good assets into medium that can be used in making payments. 
However desirable it might be to be able to turn sound and liquid 
commercial assets into a note currency payable to anyone willing 
to receive it, and however desirable it might be to obtain a free 
issue of Government legal-tender notes obtainable by any individ- 
ual who might possess property of specified classes, such notes 
would plainly not meet the needs of those who desired the book 
form of credit. While they might indeed be converted into book 
form of credit by depositing them with the banks, such a course 
would have entailed many incidental consequences that should not 
have been made prerequisite to the obtaining of means of payment. 
It was felt therefore that a return to the older conception of banking 
reform as being primarily a problem of securing easily expansible 
supplies of notes would not meet the needs of the situation today, 
and even though it should prove to be of some temporary value in 
times of special stress would not constitute that permanent and re- 
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liable support to business credit that was sought. It was therefore 
concluded that while a proper issue of note currency should neces- 
sarily be included as a feature in any measure to be recommended 
it could not be taken as the sole or even the primary purpose of 
such legislation. 


After considering the clearing-house organizations 
that had functioned under the Aldrich-Vreeland bill, and 
in fact had operated at times without warrant of law, 
and referring to other plans that had been proposed, the 
report describes the cardinal features of the reform pro- 
posed: 


After looking over the whole ground, and after examining the 
various suggestions for legislation, some of which have just been 
outlined, the Committee on Banking and Currency is firmly of the 
opinion that any effective legislation on banking must include the 
following fundamental elements, which it considers indispensable 
in any measure likely to prove satisfactory to the country: 

1. Creation of a joint mechanism for the extension of credit to 
banks which possess sound assets and which desire to liquidate 
them for the purpose of meeting legitimate commercial, agricul- 
tural, and industrial demands on the part of their clientele. 

2. Ultimate retirement of the present bond-secured currency, 
with suitable provision for the fulfillment of Government obliga- 
tions to bondholders, coupled with the creation of a satisfactory 
flexible currency to take its place. 

3. Provision for better extension of American banking facilities 
in foreign countries to the end that our trade abroad may be en- 
larged and that American business men in foreign countries may 
obtain the accommodations they require in the conduct of their 
operations. 

Beyond these cardinal and simple propositions the committee has 
not deemed it wise at this time to make any recommendations, 
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save that in a few particulars it has suggested the amendment of 
existing provisions in the national-bank act, with a view to 


strengthening that measure at points where experience has shown 
the necessity of alteration. 


The bill that ultimately became the law in response 
to these recommendations of the committee organized re- 
serve and rediscount institutions under the name “‘Federal 
Reserve Banks.” It provided for the appointment of a 
board of twelve members to exercise a supervision over 
the affairs and conduct of the twelve regional banks au- 
thorized under its terms. The board was given full power 
to appoint its own staff of employees and to regulate the 
conditions of their employment. Its maintenance is de- 
rived from the several reserve banks, the funds being 
raised by assessments levied on them. Broad powers of 
control over the member banks were given to the majority 
of the board. 

The bill, with Senate amendments, became the law of 
the land fourteen years ago. It has met with the approval 
of the business people of the country. It supplied a busi- 
ness function on a sound basis much needed in the com- 
mercial life of the nation. 

That it has concentrated the control of the banking 
power of the country at Washington is largely true, al- 
though the separation of the system into regional banks 
relieves the situation in many details. That more power 
has been absorbed by the Federal Reserve Board than was 
originally intended by the proponents of the legislation 
is also true. It is further true that the First Congress, act- 
ing under the influence of Alexander Hamilton, at a 
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time when George Washington was President, Thomas 
Jefferson was secretary of state, and James Madison was 
the titular leader of the House of Representatives, passed 
the law creating the first Bank of the United States, a 
bank with power to issue notes to circulate as money se- 
cured by its assets; but the state banks continued to func- 
tion and no monopoly was created to control the issue of 
bank-notes. 

Had state banks of issue been in existence in 1913 the 
creation of a national bank currency would probably not 
have been needed, but it is impossible to create condi- 
tions anew that have passed into the domain of history, 
and it was impossible to retrace the legislative steps back 
to the starting point, when the starting point was no 
longer existent. 

What might have been done up to the sixties was not 
what could be done in the year 1913. It is not worth 
while to enter the domain of prediction, yet I may say 
in passing that if the Congress had not destroyed the 
state banks as banks of issue in the sixties, notwithstand- 
ing the fact that many state banks were politically con- 
trolled and financially unsound at that time, by now a 
safe and sound system of bank currency would have de- 
veloped in the several States, and the people would have 
been saved many of the ills they suffered by having an 
ill-advised Federal system forced upon them. 

In 1913 you could not return to the starting point; 
the state banks of issue could not be reéstablished; in 
fact, there was no favorable sentiment in the country to 
do so. The then existing currency system was bad and 
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inefficient; it required national legislation to repeal it, 
and that repeal could not be accomplished without put- 
ting a better currency system in its place. 

The Federal Reserve Act may have invaded a field 
of government that belonged to the States, but it decen- 
tralized the concentrated bank control in New York, and 
unless the Congress goes to sleep at the switch and allows 
the Federal Reserve Board at Washington to usurp power 
that does not belong to it, the regional reserve banks will 
in the end secure to the people all the advantages that 
state control would vouchsafe to them. 


CHAPTER XXVI 


CHILDREN—EDUCATION—CHILD LABOR 


“Tue childhood shews the man, as the morning shews 
the day,” said John Milton. The progress of the world 
rests on the knees of the mothers of to-day. We all agree 
that there is no greater legacy that we may leave to the 
future than the boys and girls of the coming generation. 
Clean, upright, intelligent, and forceful children will 
point the way to the uplift of the world such as no rule 
of government can accomplish. 

One of the world’s really great men, William Penn, 
who sacrificed much for conscience’ sake, who settled a 
great State and gave his name to it, that the gospel of 
love might grow in a war-worn world, once said: “‘Chil- 
dren can’t well be too hardly bred: For besides that it 
fits them to bear the Roughest Providences, it is more 
Masculine, Active and Healthy.” 

- How far the sheltering care of the home should protect 
the child from the storms of life is an equation that every 
mother’s heart should determine. That no government is 
fitted to administer the direction of child life should be 
admitted by all, save those who become imbued with the 
communistic ideals of a state that stands to foster all. 
Probably the highest attainment in education is to teach 


the child to think for himself. It is more important than 
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mere book learning, for a parrot may be taught to speak 
grammatically and never gets anywhere with its educa- 
tion. The man who thinks independently acquires the 
education of his day, at least the essential features of it, 
and often has the character to point the way for others. 

We are told that one of the Presidents of the United 
States could not read or write until after he was married 
and then his wife taught him to read the Bible while 
he worked at the cobbler’s bench. A great mind was able 
to soar above the limitations of an unfortunate begin- 
ning. No one has kept the statistics of the college-bred 
men of that day and time who fell by the wayside. 

Sometimes in the early morning light, when the young 
arab of the streets has run to sell the morning paper, and 
with shining eyes has thrown back a witticism as he 
dodged between the traffic to cross the street and con- 
tinue his sales, I have thought no one could doubt the 
future of that boy, because he knew how to take care of 
himself. But a few hours later, when I saw on a fash- 
ionable residential street of the great city, a young Lord 
Fauntleroy, with his curls hanging down his back, his 
hand tightly held by a nurse, and the family butler safely 
conducting him across the avenue to the fashionable 
kindergarten, I have felt assured that he would ride, some 
day, through a great American college in an imported 
automobile, would ultimately be a disappointment to his 
family, and an entirely negative equation in the future 
life of his country, because in childhood he was not al- 
lowed to think and act for himself. 

A vast deal of sentiment as to child life that no one 
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wants to apply to his own children has possessed the 
world, and a great deal has been said about liberty that 
one is not willing to concede to the immature children of 
the state. John Stuart Mill well said: “One would almost 
think that a man’s children were supposed to be literally, 
and not metaphorically, a part of himself, so jealous is 
opinion of the smallest interference of law with his abso- 
lute and exclusive control over them; more jealous than 
of almost any interference with his own freedom of ac- 
tion: So much less do the generality of mankind value 
liberty than power. Consider, for example, the case of 
education. Is it not almost a self-evident axiom, that the 
State should require and compel the education, up to a 
certain standard, of every human being who is born its 
citizen? Yet who is there that is not afraid to recognize 
and assert this truth? Hardly anyone indeed will deny 
that it is one of the most sacred duties of the parents (or, 
as the law and usage now stands, the father), after sum- 
moning a human being into the world, to give to that 
being an education fitting him to perform his part well in 
life towards others and towards himself. But while this is 
unanimously declared to be the father’s duty, scarcely 
anybody, in this country, will bear to hear of obliging him 
to perform it.” 

It was in 1858 that Mr. Mill wrote these words in his 
famous “Essay on Liberty” in England, a country of 
one government, where the governmental power to rule 
the local environment and the authority to make treaties 
and declare war were vested in the same parliamentary 
authority. Recognizing the right and justice of Mr. Mill’s 
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proposal that within a degree each child presented with 
life is entitled to some degree of education, to hold in 
hand as a weapon with which to make the battle of life, 
we still must determine whether the choice of education, 
the selection of the weapons of life, should rest with the 
parents, the local community, or a far-distant bureau or- 
ganized by a Federal Government. In the first place, it is 
a difficult problem to agree on as to what constitutes an 
education and where it is best to apply it. Is the educa- 
tion of the mind more important than the education of 
the body?—or must the education of the body come first 
and of the mind follow as a sequence? In one instance 
possibly the child does not possess a mind that can take 
an education in book learning, and the next-door child 
may not possess a body that will stand physical training. 
No rules and regulations can be made for the class that 
will surely fit the individual. Of course, there may be 
exceptions to all rules, but in preparing a child for the 
battle of life, any manufactured rule that fairly well ap- 
plies to child life in our country is likely to have more 
exceptions to its enforcement than there would be com- 
pliance with its decrees. 

More than two hundred and fifty years ago, when 
America was yet in the borning, John Locke said, in 
“Some Thoughts Concerning Education”: “A sound 
mind in a sound body, is a short, but full description of 
a happy state in this world. He that has these two, has 
little more to wish for; and he that wants either of them, 
will be but little the better for any thing else. Men’s 
happiness or misery is most part of their own making. He 
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whose mind directs not wisely, will never take the right 
way, and he whose body is crazy and feeble, will never be 
able to advance in it. I confess, there are some men’s con- 
stitutions of body and mind so vigorous and well framed 
by nature, that they need not much assistance from others, 
but by the strength of their natural genius, they are from 
their cradles carried towards what is excellent; and by 
the privilege of their happy constitutions, are able to do 
wonders. But examples of this kind are but few; and I 
think I may say, that of all the men we meet with, nine 
parts of ten are what they are, good or evil, useful or not, 
by their education. It is that which makes the great dif- 
ference in mankind. The little, or almost insensible im- 
pressions on our tender infancies, have very important 
and lasting consequences: and there it is, as in the foun- 
tains of some rivers, where a gentle application of the 
hand turns the flexible waters into channels, that make 
them take quite contrary courses; and by this little direc- 
tion given them at first in the source, they receive differ- 
ent tendencies, and arrive at last at very remote and dis- 
tant places.” 

The great English writer who stresses so forcefully the 
‘directing influence of education, possibly without giv- 
ing due weight to the influence of home environment, ap- 
peals first for the training of the body and the direction 
of the habits of life, before giving consideration to the 
educational upbuilding of the mental qualities; an excel- 
lent essay coming to us from the distant past as a guide 
for the upraising of the children of the future, and yet 
there is hardly a parent or a teacher of to-day who would 
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follow, for his own children, the rules prescribed for 
child education by John Locke. 

The question of government aiding or interfering with 
the child life of the country is no new problem for our 
day and generation. It is true that even the Federalist 
statesman of the early days, who sincerely believed in 
centralizing the powers of government, never went so far 
as to advocate that the Federal Government organized 
in Washington should invade the homes of the people 
and prescribe the rules and regulations for the rearing of 
the children of the States. Before the beginning of the 
centralizing tendencies that came after our war with 
Spain, problems of education and child life were regarded 
by one and all as questions for the determination of the 
family or of the State Government, certainly not for 
regulation by a distant bureau enshrined at Washington. 

As far back as the McKinley administration, three dec- 
ades ago, interested associations were making a sym- 
pathetic appeal for childhood, and started a _ well- 
organized movement asking for a degree of regulation 
for the children of the nation. It was then that the first 
proposal was made to amend the Constitution of the 
United States so that the Congress might regulate the 
hours of labor of all the children in the United States. At 
that time the propagandist had not conceived that the 
powers of the Federal Government, derived from the 
commerce clause of the Constitution, might be used to ac- 
complish his purpose, nor had it dawned upon him at that 
time that the taxing power of the Government that could 
be used to foster industry might be used throughout the 
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nation to adopt uniform rules governing the employment 
of labor. 

The proposal for the adoption of a constitutional 
amendment at that time died in its inception and it was 
not until two decades later that it was resurrected from 
the dead. 

For centuries past, in the progression of Anglo-Saxon 
civilization, the protection of the child in his upbringing 
has been the theme of many of the ablest English writers. 
The kind heart of the well-placed adult has always re- 
sponded to the wants and needs of the little children of 
his generation. The original impulse was undoubtedly 
good, but the general results have often been unsuccess- 
ful. That children should be protected from the some- 
times grinding desire of corporate greed for cheap labor 
conditions is undoubtedly true. With each oncoming gen- 
eration some one has always imagined that there was a 
new light on the horizon and a new star pointing the 
way to better conditions for the children of the country. 

Some experiments have been reasonably successful, 
due almost entirely to the personality of the individuals 
who conducted them rather than the mandate of law that 
‘stood behind the effort. The reasonable limitation of 
hours of labor for children has undoubtedly worked a 
great improvement for child life in many of the States of 
our Union. On the other hand, making the children the 
wards of the state as in communistic Russia, in many 
places has reduced child life to a condition that borders 
on savagery. 

After the effort made in the McKinley administra- 
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tion to submit a constitutional amendment, kind-hearted 
women, able magazine-writers, and interested organiza- 
tions continued the effort to create a sentiment in the 
country favorable to the direction of child life by our 
National Government. The first regulation of the hours 
of labor for children came from the New England States, 
where the confining work of the mill and the long hours 
of labor had become a most distressing condition where 
children were employed. Some reasonable regulations 
were made. The opposition to their adoption, voiced by 
those who measured progress in dollars and not in the 
equation of humanity, was that the regulation of child 
labor would increase the cost of production and prevent: 
competition with mills where no child labor restrictions 
were placed on industry. Time did not prove the argu- 
ment to be a good one, for it was based on the hypothesis 
that a reasonable limitation of the hours of work did not 
improve the efficiency of the labor involved, which is a 
postulate that cannot be sustained by the facts. So it was 
in part this desire to shackle one’s competitor that kept 
alive the movement for a national law regulating the 
hours of labor of children, as much as the sincere and 
kind-hearted purpose of those who had nothing in view 
except the protection of child life. Nothing effective was 
accomplished until after the great war in Europe started 
and men’s minds drifted naturally to a centralized gov- 
ernment for protection. 

The first Federal Child Labor Law was passed by the 
Congress and approved by the President on the first day 
of September, 1916, just before we became involved in 
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the great war, but it was not until a year afterward that 
the bureau which was to carry out efficiently the new 
Child Labor Law was organized and became an effective 
part of our governmental machinery. I will say more 
about this law in another chapter; I refer to it now only 
to fix a date around which we can assemble the data re- 
lating to child labor in the several States. 

The organization promoting the passage of the law, 
made up of the advocates of national control rather than 
state regulation, advanced the theory that the law must 
be uniform through the country to be effective. One of 
the leading advocates of a Federal law stated the case in 
this wise: ‘“‘Therefore, it was felt that the citizenship of 
the country was a matter with which all are concerned; 
and no state can protect its citizenship against the evil 
consequences of child labor in another state. Then, there 
was the question of the competition which has been re- 
ferred to and was a motive with some because the in- 
dustries in one state with higher standards were said to 
suffer because of the advantage enjoyed by the industries 
in another state, having lower standards. More recently 
we have had very definite evidences of employers of chil- 
dren attempting to dodge behind the state lines in order 
to accomplish their purposes, and I should like in con- 
nection with that to call your attention especially to the 
situation that developed and had a great deal of pub- 
licity during the past summer in the States of New York 
and New Jersey. New York has a law which tries to 
control tenement home work. 

“New York had prohibited tenement home work for 
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children under fourteen and through requiring licenses 
and inspection has some control over the employment of 
children. Then the employers in New York sent the ma- 
terial into the New Jersey homes and they found in one 
city in New Jersey more than 1,000 children employed 
in industrial home work.” 

The same advocate of Federal control then says: 
“These studies show that every spring, from the city of 
Philadelphia hundreds of families migrate to the farms 
of New Jersey and Delaware for seasonal work on the 
strawberry, asparagus, tomato, and other truck crops. 
Many remain until fall for work in the cranberry bogs. 
Partial reports received from attendance officers in dif- 
ferent parts of Philadelphia showed that at least 1,300 
left school in the spring of 1921 for work in the country. 
The majority do not return to the city until the last of 
October or the first of November, and then, eight or nine 
weeks late struggle back to the already over-crowded 
schools. About 71 per cent. of those between eight and 
sixteen years of age were one year or more below their 
normal grade; 26%o per cent. were one year; 22% per 
cent. were two years; and 22% per cent. from three to 
six years below normal. 

“The majority of the children who left school to mi- 
grate to the country with their parents worked on the 
truck farms themselves. 

“The only immediately measurable effect of the mi- 
gratory life of these children of truck laborers is its in- 
terference with schooling.” 

The quotations I have just given are taken from a 
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hearing before the Judiciary Committee of the House in 
the Sixty-eighth Congress, and the witness quoted was 
the chief of the Children’s Bureau of the United States 
Department of Labor. In making an appeal for a 
national law to prevent the migration of industry from 
one State to another, due to child labor conditions, the 
proponent of the measure seems to have overlooked en- 
tirely the consideration of whether a proper appeal to 
an adjacent State would solve the problem as well or 
better than the interference proposed on the part of the 
Federal Government. The testimony clearly indicates, 
though, that the proponents of these measures want to 
go farther than the mere regulation of the hours of labor, 
for it is pointed out clearly that the migration of chil- 
dren from Philadelphia to the adjacent farms is not in- 
jurious to health but merely affects educational advan- 
tages, and it is also shown that a very large number of 
these children migrate to the farms in the spring of the 
year with their parents who are farm laborers and aid 
in raising the crops to feed the people in the great cities. 
The testimony leaves us in doubt as to whether the ad- 
vocate of the Children’s Bureau would require the chil- 
dren to remain in the city while their parents went to 
labor in the fields, or whether the laborer would be de- 
prived of the right to seek employment that interfered 
with the education of the child. 

In the last analysis, if I am correctly informed, the 
States referred to in the above testimony have all adopted 
reasonable regulations for the hours of labor for child 
employment, and the question of the child’s dropping 


a year or two behind.in its education because of the em- 
ployment of his parents in the fields of the country rather 
than in the factories of the great cities is a problem that 
even the most advanced thought in socialistic ideas has 
not as yet attempted to solve. As to how far the evils of 
child labor affected the growth and development of the 
children of the nation as a whole, it may be well to con- 
sider the numbers involved. 

The census figures for the decennial enumeration of 
1920, a year in the midst of this child labor legislation, 
show the children between ten and fifteen years of age 
inclusive, the years mostly complained about, who were 
employed in gainful occupations were 1,060,858, and 
the total number of children within those ages in con- 
tinental United States was 12,500,000 in round num- 
bers. To state the equation in a different way, one child 
out of every twelve in the United States between the ages 
of ten and fifteen years was engaged in gainful occupa- 
tions. The number of child workers between ten and 
fourteen years of age was reported by the same census as 
378,063. In other words, two thirds of the children em- 
ployed in gainful occupations that census year were over 
fourteen years of age, and it is shown that the larger 
percentage of all these children was employed in agricul- 
tural pursuits, the number being 647,309. Of the non- 
agricultural employments 48,000 were messengers and 
office boys and girls, 41,000 were servants and waiters, 
30,000 were salesgirls and boys in the stores, 22,000 were 
clerks, 20,000 were newsboys, 21,000 were employed in 
the mills, 12,000 were employed in the iron and steel 
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works, 11,000 were employed in clothing manufacture, 
10,000 were in the lumber and the furniture business, 
10,000 were in silk and woolen factories, 7000 were in 
shoe factories, 7000 were in the worsted mills, 5800 were 
in the coal mines, and 162,000 were in all other occupa- 
tions not agricultural. In other words, out of 12,500,000 
about 450,000 in round numbers, between the ages of 
ten and fifteen years, worked in non-agricultural em- 
ployments in the United States. About 3% per cent. of 
our children were involved, for though agricultural la- 
bor may interfere with education to a degree, it is so 
rarely an impediment to health or moral development 
that it cannot be regarded as a dangerous problem in our 
national life. 

It is fair to say that during the period from the Civil 
War down to the close of the great war a marked advance 
had been made in the regulation by the States of child 
labor employment. That it was due to an awakened 
healthy sentiment throughout the country favoring local 
legislation is undoubtedly true, but that it was in any 
way encouraged by national legislation can hardly be 
claimed, as the Federal Child Labor Law of 1916 was 
-only in effective operation less than a year before it was 
declared unconstitutional by the Supreme Court of the 
United States. 


CHAPTER XXVII 
CHILD LABOR—FEDERAL LAW 


THERE are not many men charged with the responsibil- 
ity of making the laws who look beyond the intent and 
‘direct purpose of the legislative proposal to determine 
their attitude in regard to the matter. A few, very few, are 
influenced by the general principles of government in- 
volved and refuse to take a false legislative step, even 
though they approve the first fruits of the intended legis- 
lation. On the other hand, the outside influences in favor 
of any measure come surcharged with arguments for its 
passage, never presenting to the legislator its possible 
conflicts with governmental principles, even if such con- 
flicts have been considered, which is rarely the case. 
This is particularly true in regard to the legislation 
seeking the regulation of hours of labor and the educa- 
tion of children who have not attained certain ages of 
maturity. The strongest and most dominating influences 
that were brought to bear in favor of this legislation came 
first from the kind-hearted women of America, and sec- 
ond from the legislative representatives of organized 
labor, who in their organizations have sought to standard- 
ize men, fix uniform hours of work and uniform rates of 
wage regardless of fitness for service or benefit rendered. 
These influences assume without question that a Federal 
legislative enactment, which must in the end be enforced 
335 
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by a governmental bureau, could respond more intelli- 
gently to the wants and needs of child life than could 
home direction, church environment, or local govern- 
ment. 

The movement for a minimum age limit to be estab- 
lished by the Congress of the United States began its 
activities in the time of Theodore Roosevelt, when bills 
were introduced in the Congress but were not favorably 
considered. The first Child Labor Bill became a law 
September 1, 1916. The reasons urged by the proponents 
of this measure who secured its passage were that there 
was a distinct moral repugnance in the United States to 
child labor, and that national action was necessary be- 
cause certain powerful industries prevented favorable 
legislation in the States. They also went so far as to argue 
that inasmuch as the products of child labor went to all 
parts of the United States for consumption, all the people 
of all the States were concerned in the labor laws of any 
one of them. They contended that as the children of every 
State were the citizens of the United States and could 
move from one part of the country to another, the people 
of all the States were interested in maintaining high 
standards of citizenship in all the States of the Union. 

Of course these contentions were more or less fanciful, 
and the premises assumed for the argument were largely 
without legitimate foundation of fact; nevertheless, they 
had their appeal, so strong an appeal that they succeeded 
in commanding majorities in the two houses of Congress. 
The truth about the passage of the bill is that almost all 
men and women of America were sentimentally opposed 


Child Labor—Federal Law 337 


to the working of children. They did not analyze the 
question further. The year the bill was passed was a 
Presidential election year, and the politician was on the 
firing-line looking for victory for his party. In addition 
to the reasoning I have mentioned, there was the argu- 
ment that came from the heads of industries, in States 
where child labor was regulated, favoring national regu- 
lation so as to bring the labor of States in which their 
competitors operated under the same terms of employ- 
ment as the labor within their own States. 

The terms of the first Child Labor Law passed by 
the Congress of the United States prohibited the ship- 
ment in interstate commerce of the products of any mill, 
factory, workshop, cannery, or manufacturing establish- 
ment in which children under fourteen years of age were 
employed, or in which children between the years of four- 
teen and sixteen were employed more than eight hours 
a day or more than forty-eight hours in a six-day week, 
or in which children between the ages of fourteen and 
sixteen were employed between seven o’clock in the eve- 
ning and six o’clock in the morning, and prohibited the 
shipment of any product of a mine or quarry in which 
children were employed who were under sixteen years of 
age. 

At the time of the passage of the law there were 
twenty-eight States in the Union that measured up to 
the minimum employment age of fourteen years for fac- 
tories and canneries. A number of other States measured 
up to the general standard, but had certain exemptions 
that did not bring them strictly within the terms of the 
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law. The States that at that time were in line with the 
Federal Child Labor Act were Alabama, Connecticut, 
Florida, Illinois, Indiana, Kansas, Kentucky, Louisi- 
ana, Maine, Maryland, Massachusetts, Michigan, Min- 
nesota, Montana, Nebraska, New Hampshire, New 
Jersey, New York, North Dakota, Ohio, Oklahoma, Ore- 
gon, Pennsylvania, Rhode Island, South Carolina, Ten- 
nessee, West Virginia, and Wisconsin. I name the States 
to show that the high ideals of the advocates of the legis- 
lation were already sustained by local legislation in 
States scattered far and wide in all sections of the Union, 
indicating that there was a growing and responsive senti- 
ment to the humanitarian cause for sympathy for the 
child, entirely regardless of the pressure and propaganda 
of Federal enactment. 

When this first Federal Child Labor Law was passed, 
twenty-seven States of the Union measured up to the 
standard set of a minimum eight-hour day and a mini- 
mum forty-eight-hour week, and three other States had 
already adopted the general standard with certain ex- 
ceptions. In fact, if all that the proponents of the Child 
Labor Law desired was the regulation of the hours of 
work, more than 60 per cent. of the States and more than 
60 per cent. of the population were already committed to 
the proposal, and there was no good reason to suppose 
that in the other States, when shown that proper regula- 
tion was beneficial to the children, local legislation would 
not follow. 

But there was more behind the legislative proposal 
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than the mere regulation of the hours of labor for the 
children in the hearts and minds of those who advocated 
the measure, as was shown by subsequent events. There 
were some, moved entirely by kind hearts and humani- 
tarian motives, who were desirous of promoting the edu- 
cation of the children as well as controlling the hours of 
labor. There were others who fully realized that if it 
was within the authority of the Constitution of the United 
States for the Congress to regulate the hours of labor for 
the children of the country, by virtue of the fact that the 
product of their toil entered into the domain of inter- 
state commerce, it would be equally within the power of 
the Congress to pass uniform laws regulating the hours 
of labor and perhaps labor conditions throughout con- 
tinental United States. 

These people are always optimistic for their own 
cause. They seem never to consider that the time may 
come when national regulation might possibly be ad- 
verse to their interest. At the time I speak of they were 
visualizing labor conditions in industrial England rather 
than in agricultural America. At that time the contention 
favoring the regulation of child labor was confined en- 
tirely to industrial life; the domain of agriculture was not 
invaded by the bill, but that was not true of later pro- 
posals. 

Within the past two decades there has been a very 
general tendency, through state legislation, to improve the 
conditions of the children employed in industry and 
agriculture, by state laws and regulations, with the over- 
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weening sentiment that does and always will prevail for 
the child. It is impossible to conceive a retrogression of 
this movement. 

A vast deal can be said favorably of the passage of a 
law that protected the child life of the nation against 
hazardous, unhealthy employment, or undue hours of 
labor, without giving due regard to either the practical 
problems involved or the governmental principles at 
stake. Of course, if the Congress had the power to pre- 
vent the shipment in interstate commerce of the products 
of labor in one State into the domain of another State 
because rules and regulations for its production made by 
the Congress had not been complied with, there would not 
have been much left of state government that the Con- 
gress could not overthrow. 

The key products of every State go to some other 
State for consumption. The meat of the West moves to 
the eastern seaboard to find its market; the wheat of the 
North travels east and west as well as south to feed the 
people; the cotton of the South finds part of its market 
in the New England mills and the industries of Pennsyl- 
vania; and New England could not survive if its people 
were deprived of the markets of the South and West. So 
it is all along the line. Our greatest success and our won- 
derful prosperity are largely due to the fact that there is 
no impediment at the border line of the States to trade 
and commerce in other States, set up either by the Federal 
Government or the States themselves. The child labor 
legislation was the first movement in this direction. For- 
tunately, the Supreme Court of the United States took 
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cognizance of the facts and declared the legislation in 
violation of the Constitution of the United States. 

Mr. Justice Day of the Supreme Court of the United 
States, in announcing the decision of the court in the case 
of Hammer y. Dagenhart in June, 1918, said: 


It is further contended that the authority of Congress may be 
exerted to control interstate commerce in the shipment of child- 
made goods because of the effect of the circulation of such goods 
in other States where the evil of this class of labor has been recog- 
nized by local legislation, and the right to thus employ child 
labor has been more rigorously restrained than in the State of pro- 
duction. In other words, that the unfair competition thus engen- 
dered may be controlled by closing the channels of interstate com- 
merce to manufacturers in those States where the local laws do 
not meet what Congress deems to be the more just standard of 
other States. 

There is no power vested in Congress to require the States to 
exercise their police power so as to prevent possible unfair com- 
petition. Many causes may cooperate to give one State, by reason of 
local laws or conditions, an economic advantage over others. The 
commerce clause was not intended to give to Congress a general 
authority to equalize such conditions. In some of the States laws 
have been passed fixing minimum wages for women; in others the 
local law regulates the hours of labor of women in various employ- 
ments. Business done in such States may be at an economic disad- 
vantage when compared with States which have no such regula- 
tions; surely, this fact does not give Congress the power to deny 
transportation in interstate commerce to those who carry on busi- 
ness where the hours of labor and the rate of compensation for 
women have not been fixed by a standard in use in other States and 
approved by Congress. 

The grant of power to Congress over the subject of interstate 
commerce was to enable it to regulate such commerce, and not to 
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give it authority to control the States in their exercise of the police 
power over local trade and manufacture. 
The grant of authority over a purely Federal matter was not 1n- 
tended to destroy the local power always existing and carefully re- 
served to the States in the tenth amendment to the Constitution. 


This decision ended the effort to regulate the hours of 
labor by the Congress in the several States, through the 
commerce clause of the Federal Constitution, and estab- 
lished a new milestone indicating that there was a stop- 
ping place in the former trend of the court’s decisions. 

The Supreme Court of the United States, in some not- 
able decisions, particularly the decisions of the court in 
what are known as the white slave, the Pure Food and 
Drugs Act, and the lottery cases, had said that the power 
of Congress may be exercised in the interest of the public 
health, morals, safety, and welfare under the commerce 
clause, as well as in the interest of commerce and its 
instrumentalities. In the lottery cases the court had said: 
“Tf a state, when considering legislation for the suppres- 
sion of lottery within its own limits, may properly take 
into view the evils that inhere in the raising of money, in 
that mode, why may not Congress, invested with the 
‘power to regulate commerce among the several states, 
provide that such commerce shall not be polluted by the 
carrying of lottery tickets from one state to another?” 

The decision of the highest court of our land in the 
lottery cases was undoubtedly a pronouncement in favor 
of good morals, but undoubtedly went far beyond the in- 
tention of the makers of the Constitution in allowing the 
Federal Government to invade what was clearly within 
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the police powers of the States. The sentiment expressed 
by the court was pleasing to the moral fiber of the nation; 
the reasoning of the decision was strained, and although 
the decision rendered by Justice Day differentiated be- 
tween the two classes of cases, the child labor case 
brought the court back to the fundamental principle that 
the Federal Government was only a government of dele- 
gated powers and could not under the operation of the 
commerce clause of the Federal Constitution control the 
lives of the people within the States. 

The child labor decision was hailed by those who be- 
lieved in the principle that the local governments in the 
States were more capable of safeguarding the lives and 
liberties, the peace and happiness of the people of the 
several States than were bureaus empowered by Federal 
legislation, operating from Washington. Since Theodore 
Roosevelt was inaugurated President a distinct class had 
grown up in the United States who sometimes called 
themselves Progressives for lack of a better name, but 
who in fact were the apostles advocating general im- 
provement, by collective or class action, for the whole 
people of the United States, regardless of the desires and 
wishes of the people of some of the States. To them the 
guarantee of the Federal Constitution stood not as a safe- 
guard for the protection of their lives, the preservation 
of their liberties, or the insurance of their happiness, but 
rather as an impediment in the way of the humanitarian 
or class legislation that they determined was best for the 
mass of the American people. Those representing this 
viewpoint regarded the child labor decision of the court as 
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a backward step, and, with grim determination to carry 
out their desires, moved on to another attack on consti- 
tutional government, by advocating and ultimately enact- 
ing into law an act that used the taxing power of the 
Federal Government to enforce substantially the identical 
terms of the Child Labor Act which had been declared 
unconstitutional. 

On November 15, 1918, Senator Pomerene proposed 
as an amendment to a pending revenue act a measure 
regulating child labor. The standards were practically 
those established by the first national Child Labor Law, 
but the new law was based on the taxing power of the 
Congress. A tax of 10 per cent. in excess of all other 
taxes was to be levied on the entire net profits from the 
sale or distribution of products of mills, canneries, work- 
shops, factories, manufacturing establishments, mines, or 
quarries employing children contrary to the specific 
standards laid down by the act. The measure became the 
law of the land on the twenty-fifth day of April, 1919, 
and was declared unconstitutional by the Supreme Court 
of the United States on the fifteenth day of May, 1922. 

The proponents of the Child Labor Act of 1919 felt 
confident that they had legal warrant coming from the 
Supreme Court of the United States on which to base the 
Federal power involved in the act. The Congress had 
taxed state bank-notes out of existence, had placed a 
prohibitive tax on the manufacture and sale of oleomar- 
garine, and had imposed a tax whose purpose was to 
regulate the sale and use of narcotic drugs. In each in- 
stance the court upheld the uses of the taxing power. 
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The court had gone so far as to declare that “When Con- 
gress acts within the limits of its constitutional authority, 
it is not the province of the judicial branch of the Gov- 
ernment to question its motives.”” The court had re- 
peatedly intimated that in the exercise of its taxing power 
the responsibility of Congress is to the people who elected 
its mentbers, and that it was not for the courts to inter- 
fere with the congressional discretion. 

The child labor tax case (Bailey v. The Drexel Furni- 
ture Company), said: 


Taxes are imposed in the discretion of the legislature on proper 
subjects with the primary motive of obtaining revenue for them 
and with the incidental motive of discouraging them by making 
their continuance onerous. They do not lose their character as taxes 
because of the incidental motive. But there comes a time in the ex- 
tension of the penalizing features of the so-called tax when it 
loses its character as such and becomes a mere penalty with the 
characterization of regulation and punishment. Such is the case 
of the law before us. . . . In the light of these features of the act 
a court must be blind not to see that the so-called tax is im- 
posed to stop the employment of children within the age limits 
prescribed. Its prohibitory and regulatory effect and purpose are 
perishable. All others can see and understand this. How can we 
properly shut our minds to it? . . . Grant the validity of this law, 
and all the Congress would need to do, thereafter in seeking to 
take over to its control any one of the great number of subjects of 
public interest, jurisdiction of which the States have never parted 
with, which are reserved to them by the tenth amendment, would 
be to enact a detail measure of complete regulation of the subject 
and enforce it by a so-called tax upon departures from it. To give 
such magic to the word “tax” would be to break down all constitu- 
tional limitation of powers of Congress and completely wipe out 
the sovereignty of the States. 
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The decision of the court was not only sound in its 
reason, but it maintained and adhered to the fundamental 
principles of government that were agreed to in the be- 
ginning, and did not allow the erection of governmental 
machinery in Washington that in the end would have seri- 
ously harassed the homes of America. The proponents of 
the measure received a distinct and lasting defeat, for 
the logic of the decision in this case practically overruled 
the tendency of previous decisions; and the court, instead 
of bowing to the discretion of the Congress in exercising 
the taxing power, acted as it should in determining 
whether or not the levying of taxes by the Federal legis- 
lative body upon the American people was within the 
terms authorized by the Federal Constitution. 

Of course, if the court had gone so far as to hold that 
the Child Labor Law of 1919 was within the power of 
Congress to enact, it would undoubtedly have become a 
precedent and led to the invasion by the Congress of 
many of the real rights of the State. The social uplifter 
would at once have appealed to the Congress to regulate 
not only the hours of labor but the method of all employ- 
ment, under penalty of taxation. Health, food, and educa- 
-tion would have become subjects of regulation, and in- 
stead of living under a beneficent Federal Government 
that was guided by the principle that ‘The government 
that governs least, governs best,” we might have found 
ourselves within the nets of a governing body that made 
life less endurable than the decrees of the Soviet Gov- 
ernment of Russia. 

After the effort to control the child life of the nation 
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through the exercise of the power of taxation had failed 
by reason of the decision of the Supreme Court of the 
United States, the proponents of the plan to destroy the 
integrity of the national Constitution by indirect methods 
were compelled to fall back and organize for a direct at- 
tack on local self-government within the States by pro- 
posing a direct amendment to the Federal Constitution. 
A vast number of kind-hearted men and women in the 
country were enlisted in support of the new movement, 
and both President Harding and President Coolidge 
were induced to recommend to the Congress the submis- 
sion of a child labor amendment to the States for their 
ratification or rejection. 

In the election of 1920 the platforms of both the Re- 
publican and the Democratic parties contained planks fa- 
voring the adoption of means to enable the Congress to 
prevent the evils of child labor. The arguments advanced 
by those who favored granting this additional power to 
the Federal Government were based almost entirely on 
the call for relief from poverty, ignorance, and the poor 
physical condition of many children in the United States. 
The same line of argument was advanced as in the case 
of the two laws that had been overthrown by decisions of 
the Supreme Court. Finally the Congress was induced to 
submit to the several States of the Union for their rati- 
fication a proposal to amend the Constitution so as to 
allow the Congress to regulate the child life of the nation 
under eighteen years of age. 

The amendment submitted for ratification provides 
“That the Congress shall have power to limit, regulate, 
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and prohibit the labor of persons under eighteen years of 
age.” It must be noted that the power granted to the 
Federal Government under the terms of this amendment 
supersedes that of the States wherever a conflict arises. 
Those who analyze and consider the full meaning of the 
proposed grant of power to the Federal Government will 
surely find that beneath a pleasing appeal to uplift hu- 
manity, to rescue the children of the nation from deg- 
radation, there lurks an endeavor to obtain a grant of 
power from the States that would be revolutionary in the 
private life of the nation, and go far beyond the expressed 
purpose assigned by most of its proponents. In fact, it is 
not a child labor amendment; it is a grant of power to 
the Congress to control all phases of the labor and of the 
education of all persons in the United States under the 
age of eighteen, powers and functions that are now con- 
trolled and exercised in the main by the parents of the 
nation and only invaded by local governments in har- 
mony with home surroundings exercising the police 
power of the States. 

The resulting power, should the amendment be adopted 
and the Congress organize the power for effective opera- 
tion, must in the end be bureaucratic in its enforcement 
and carry with it all the blindness and limitations of 
bureaucratic government. It must be borne in mind that 
at the time of the submission of the amendment for 
ratification forty-two of the forty-eight States of the 
Union had already adopted laws regulating the hours of 
labor of children in substantial conformity to the regu- 
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lation adopted by the Congress in the child labor legis- 
lation declared unconstitutional by the courts. 

The adoption of the amendment is not only unneces- 
sary because the state governments have readily re- 
sponded to a humanitarian sentiment in the years gone 
by, but more than that, the nature and extent of the 
work done by the children of the nation has been grossly 
exaggerated. The proposal undoubtedly comes, in its 
original initiation, from societies that are socialistic both 
in their philosophy and their associations. Should it be 
tried in the end, it will overwhelm the Central Govern- 
ment with administrative detail. It will warrant the un- 
due prying into the affairs of the home life by govern- 
mental agents little adapted to perform the offices they 
have been appointed to conserve. 

The proposal to grant to the Congress the power to 
“limit, regulate, and prohibit the labor of persons under 
eighteen years of age” is very far-reaching in its ultimate 
effect. It is worth consideration to observe that the word 
“children” is not employed, and that the age limit of 
eighteen very plainly goes beyond the realm of childhood 
and enters the age of those who are classed as the youth 
of the land. 

The power that is sought to be given is not merely 
to regulate hours of labor but includes the right by 
the Congress to prohibit the labor of all persons under 
eighteen years of age. Of course, the proponents of the 
proposal challenge the idea that extreme legislative meas- 
ures would be enacted, or that the field for the function- 
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ing of the legislation would exceed that proposed in the 
past decade, but they do not and cannot deny that 
the only limitation that rests on the power of Congress 
to regulate the lives of all persons is the limitation of 
eighteen years. 

No State under its unlimited police power has ever 
possessed the authority to prohibit the labor of persons 
under eighteen years of age, or any other age. In certain 
instances the State may regulate by prescribing reason- 
able rules, but they cannot prohibit. The power to pro- 
hibit employment carries with it a great deal more than 
the right to prevent the acceptance of employment; it 
includes the authority to fix the conditions under which 
any person under eighteen years may be permitted to 
engage in any occupations. It necessarily includes the 
power to say to such persons what hours they may work 
and at what employment, the wages they shall receive, 
and what education and training they shall attain before 
they are allowed to seek employment to earn a daily wage. 
The power to prohibit employment is not limited to out- 
side employment; it is entirely within the scope of the 
power suggested by the amendment for the Congress to 
prohibit the children of the nation from working at home 
except under conditions prescribed by a bureaucratic 
government established at Washington. 

This proposed amendment now seems to be dead, killed 
by the people of the United States. Its adoption required 
the ratification of three fourths of the States in the Union, 
but more than one fourth of the States of the Union have 
already affirmatively rejected it, and only one State has 


Child Labor—Federal Law 351 


consented to its ratification. The result is not surprising, 
except possibly to a small coterie of persons who imagine 
that they are especially endowed to govern, regulate, and 
care for their neighbors, and who are convinced that 
they know how to live the lives of their neighbors better 
than their neighbors know themselves. 

The amazing thing, though, is that these organized 
societies under a front of good endeavor could have per- 
suaded two thirds of the members of each house of Con- 
gress to surrender to the Federal Government the regula- 
tion by a bureau of the most vital thing in the life of the 
whole nation, its children, and so far mistake the senti- 
ment of the people as to believe that the amendment 
would meet with their approval. Its rejection has saved 
us in the hour of peril; its submission has indicated how 
easily the Congress can err in essential principle under 
the persuasive influence of organized societies. 


CHAPTER XXVIII 
GREAT WAR’S SEDITION LAW 


In a former chapter I have written about the alien and 
sedition laws of the John Adams administration, and 
their subsequent repudiation by the country. As I desire 
now to refer to an offense of more recent happening, I will 
first, in brief, recall the fiasco of the second administra- 
tion of our Government. 

Some of the unwise and prejudiced leaders of the old 
Federalist party sought to destroy the Republican (Demo- 
cratic) political forces by making a political diversion, 
favoring the exclusion of immigrants, and the banning 
of political criticism against the officers of the Govern- 
ment as a crime punishable by fine and imprisonment. 

The first of these laws (1798) was directed against 
possible French agents and Irish sympathizers who 
showed an antagonism against the English Government 
in the event of war, although at that time we were en- 
joying the blessings of peace abroad. The second act was 
more offensive to the people and more drastic in its terms. 
Under it fines and imprisonment were imposed on persons 
who combined against measures passed by the Govern- 
ment, or sought to impede the operation of any law, or 
to interfere with an officer of the Government in the dis- 


charge of his duties. It also punished every one that 
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uttered or published false, scandalous, or malicious sen- 
timents against the Government or sought to arouse the 
hatred of the people against the men holding public office 
under our Federal Government. 

As there was no war, the Alien Act did not reach very 
far at the time, but the act against sedition was vigor- 
ously applied against the opponents of the Adams ad- 
ministration and the enemies of the Federalist party. It 
in the end aroused a storm of indignation in the country 
that resulted in the overthrow of the party in power and 
the political defeat of its adherents. Under the terms of 
the Sedition Law, newspaper editors who dared criticize 
the acts of the Adams administration were fined and im- 
prisoned, and even citizens attending political meetings 
who dared to raise their voices in criticism of the officers 
of the Government were haled before Federal judges to be 
punished for their temerity. 

Federalist leaders, like Hamilton and Marshall, ap- 
pealed to their partisan associates to be more moderate 
in their position and not to create martyrs by their tyran- 
nical actions, but the appeal was in vain. The Jefferso- 
nian Republicans took political advantage of the situa- 
tion. They challenged the offensive law as being in con- 
travention of the Constitution of the United States, which 
forbade the Congress to pass laws that interfered with 
the freedom of press and speech. The liberties of the 
people were placed in jeopardy by the acts of the Con- 
gress and an appeal was made to the citizens to protect 
their rights at the polls. Thomas Jefferson, James Madi- 
son, and their colleagues in political faith even went so 


far in their defiance as to condemn, in the Virginia and 
Kentucky resolutions, the obnoxious laws and challenge 
the constitutionality of the acts of the Congress. 

The country was facing a Presidential election. Jef- 
ferson was the candidate of the Republican (Democratic) 
party. The issue of the alien and sedition laws became a 
leading factor in the campaign in all the States. The 
Federalist party was badly beaten at the polls, and 
Thomas Jefferson, shortly after his inauguration as 
President, advocated and secured the repeal of the ob- 
noxious laws. 

It hardly seemed possible that after such a lesson the 
reéstablishment of such laws should have been attempted, 
but the happening in the time of the great war only shows 
in what great peril are fundamental principles of gov- 
ernment in a free country when war, prejudice, or pas- 
sion sways the hearts and minds of even a great people. 

Where the idea originally came from I do not know. 
Probably it was a suggestion of some of our English 
friends, who at that time were telling us how to win the 
war. At any rate, we had been engaged in war with Ger- 
many but a short time when we enacted laws that would 
do honor to the alien and sedition laws of John Adams’s 
time. They said it came as part of the general organiza- 
tion of our people to fight the war, and undoubtedly the 
Congress so intended. 

The Sedition Law of Wilson’s administration was 
in contravention of the principles of government that 
Thomas Jefferson maintained and James Madison ad- 
vocated when the popular revolution of sentiment swept 
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Jefferson into the White House in the election of 1800. It 
is true that there was some opposition to its passage in 
the Congress, but, practically speaking, the proposal to 
control the press and suppress free speech was passed 
without serious effort on the part of its proponents. Under 
the elusive terms of the enactment, supported by penalties 
of fine and imprisonment, our Government organized the 
machinery to suppress the speech and terrorize the in- 
dividuals who dared to differ with the viewpoint of the 
men who were charged with the conduct of the war. The 
State, War, Navy, and Post-Office Departments or- 
ganized so-called intelligence bureaus, officered and di- 
rected by men without real experience, as a rule, in 
playing the part of detectives. These men expended large 
sums of money and accomplished but little on this side of 
the Atlantic Ocean, except to prejudice the minds of the 
people against the German Empire and its people. 

The state of mind of the country may be illustrated by 
one of many incidents that occurred in our fevered war 
days. In the spring of 1918 I received several letters from 
prominent men residing in a small country settlement in 
my State, saying they were sure German spies were 
operating in Alabama, and asking me to call the matter 
to the attention of our Government. The facts were that 
two foreign-looking men, about sun-up one morning, had 
been seen to stop an automobile at a concrete bridge that 
spanned a small creek, take a picture of it, and then drive 
on before they could be apprehended. That was all there 
was in the incident, but the community felt sure the Ger- 
mans were getting ready to blow up the bridge. The great 
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war was, undoubtedly, from every standpoint the most 
serious blow that has as yet affected our civilization, 
but in many ways it carried its ludicrous side. 

Overworked propaganda was just as much in evidence 
with our allies as with ourselves. After the war was over, 
the British Ambassador told me a funny story of the mis- 
directed ardor of the amateur secret service agents in 
London. He said that in the early days of the war, when 
all loyal Britons that were not at the front wanted to do 
war work at home, there came to Scotland Yard, the chief 
detective bureau for the home government, two young 
members of Parliament, asking for work in the intelli- 
gence service. 

They could not be denied and were finally told to go 
to Trafalgar Square, the most prominent place in the 
British isles, and look for German spies. They did so, 
and after several nights spent in a fruitless search, in the 
early hours of the evening, they saw a light appear in the 
fourth story front of a large house across the square, 
which afterward proved to be a boarding-house. The cur- 
tain was drawn up and the window was raised. In a few 
minutes the window was lowered, the curtain pulled down 
and the light put out. This performance was repeated 
three times in succession, when the amateur detectives 
were sure that German spies were signaling their con- 
federates. They rushed to the house, demanded entrance in 
the name of the king, climbed to the fourth story front 
and pounded on the door of a bedroom, and again de- 
manded entrance amid the cries of protest coming from, 
two female voices. You can imagine the chagrin of the 
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amateur detectives when, on obtaining admission, they 
found the room occupied by two old-maid sisters. One 
was fat; the other lean. The night was warm and sultry. 
The fat lady, suffering from the heat, had raised the win- 
dow; the lean one, who felt the night too chilly, had closed 
it. The battle of the window might have continued all 
night if the British intelligence service in the name of the 
king had not intervened. 

Truly, if our mistaken efforts to do right and be loyal 
had not injured a few individuals, our errors in govern- 
ment might be forgotten. 

Indeed, there was a bloodless victory accomplished, 
and as we do not know, we can’t say that it was entirely 
without effect. At any rate, some recalcitrant newspapers 
were silenced by orders and threats of prosecution. In- 
dividuals who dared to criticize the conduct of the war 
or the programs of the administration were haled before 
the constituted authorities of the Government, sometimes 
with and sometimes without warrants for their arrest, oc- 
casionally locked up in jail without bail, and often tried 
by the courts in an atmosphere surcharged with passion 
and prejudice, where some injustice undoubtedly was 
done. 

The worst-visaged child of this wedlock of passion 
and prejudice was not the growth of a secret service spy 
system that sometimes engendered hard feeling between 
neighbors, without accomplishing results that justified 
the sacrifices involved. The child born amid the conflict 
that has done the most harm in the aftermath of war was 
not originally created by legislative enactment, although 
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afterward supported by moneys appropriated by the Con- 
gress from the public Treasury. It was the organization 
of a committee on public information by the President of 
the United States for the purpose of creating a sentiment 
in the country that would justify our declaration of war 
against Germany and at the same time sustain the hands 
of the administration in the conduct of the war. 

Of course, if the declared purpose of the organization 
had been adhered to, and exaggerations and misrepre- 
sentations had not been foisted on the American public 
through its agency, no harm might have come of it. The 
head of this free-lance bureau of information organized 
for the purpose of “selling the war to America” was a 
veteran journalist who had long been classed as an ad- 
vocate of socialistic ideas. He was a capable, incisive 
writer, a student of the passions and prejudices of his 
age, who was able to play on public sentiment with a 
facile hand and without danger of contradiction coming 
from any source. 

The printed word bombarded the American public 
while our shrapnel shells held the enemy on the front 
lines in France. The best writers who could make fiction 
sound like fact were engaged to deluge the country with 
books, bulletins, newspaper articles, and written speeches 
prepared in advance for orators. In fact, every approach 
to the human mind was used to organize it for war com- 
pliance and war sacrifice. In the entire history of our 
country I do not suppose there has ever been such a cam- 
paign of doubtful education before. It was irresistible; no 
one could stand before it. 
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Of course, no one should have resisted the govern- 
ment endeavor in winning the war, but this campaign of 
propaganda resulted in silencing proper criticism of 
some movements that should have been investigated for 
the good of the country and of the men engaged therein, 
and narrowed the intelligent scope of the directing force 
at home as effectively as it was necessary to narrow the 
high command abroad. 

The Espionage Act, which was passed in June, 1917, 
by the Congress, and the Sedition Act that was enacted 
by the Congress in May, 1918, did their part in sustain- 
ing the work of the committee on publication. If the ex- 
aggerated propaganda spread broadcast by the committee 
on publication, or if the passage of the Espionage Act, 
or later on of the Sedition Act, had been necessary to the 
winning of the war, their justification would have been 
carried on their face, regardless of everything else. As 
much as we may stand for and maintain the principles of 
personal right and individual liberty in time of peace, 
there is one all-pervading principle that stands alone in 
time of war, and always must stand alone, and that is 
the preservation of the national life, the success of the 
national arms. All else must go down before it. They al- 
ways have, and they always will, until the day comes. 
when patriotism is a dead letter and national unity and 
preservation is a forgotten idea. 

But I say that the recurrence to the despotic measures. 
adopted by our Government in 1798 was not at all neces- 
sary for the winning of the war, and I am sure that when 
real history is written it will concur with this viewpoint. 
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The American people did not want to go to war with 
Germany. Except in some local communities along the 
seaboard, there was an intense sentiment for peace 
throughout the country in the fall campaign of 1916, 
when Mr. Wilson was for the second time elected Presi- 
dent of the United States, largely on the battle-cry that 
“He has kept us out of war.” From 1914 to 1916 our 
people had read in the newspapers of the horrors of the 
European war. They had visualized their own sons at 
the battle-front. 

Conditions over which our Government had no control 
had forced our placing the national guard of the Ameri- 
can States along the Rio Grande River as a threat to 
Mexico, lest she fail to be good. War with Mexico at that 
time would have been no more than a fight on the skir- 
mish line. The first American barrage to be laid across 
the line of the Mexican army would have meant defeat, 
permanent defeat. After that it would have meant many 
long years of police work, and the governing of an alien 
and unwilling people. 

We did not go to war with Mexico, but our troops were 
there, and the fathers and mothers, sisters and brothers 
at home visualized conditions on the Mexican border 
with all the horrors of a European war. They wanted 
nothing of war. Heart and soul they stood for peace; and 
it was not until the German Government had the au- 
dacity to define the lines only in which our ships could 
move along the trackless waves of the ocean that war 
came. When we refused to take imperial orders from the 
German emperor they committed the unpardonable act of 
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firing on our ship on the open seas and sinking it with 
the American flag flying at the masthead. They com- 
mitted the unforgivable sin, and American patriotism 
responded as one man to the call of country for the de- 
struction of the aggressor. In fact, it was the beginning of 
the end of the story. We did not know it then; the world 
did not know it; but when the great resources of America 
in men, supplies, and capital went into the war against 
the associated German powers the end was already in 
sight. 

I said that we did not have to “sell the war’ to the 
American people. We did not have to organize them for 
patriotic purposes; we did not have to misrepresent Ger- 
man atrocities; we did not have to educate them to the 
iniquities of a German spy system. They had fired on our 
flag. It was enough; the end had come. I think I can 
prove this assertion—I am sure that I can in many ways, 
but one illustration is enough. 

When we declared war against Germany, England 
and all other self-governing countries fighting the Ger- 
mans were still carrying on the war under a volunteer 
system. Up to that time they had not passed a draft act, 
as hard as they were pressed on the front line. Within 
thirty days after our declaration of war against Ger- 
many the Congress did the all-important thing looking 
to the immediate accomplishment of the winning of the 
war. They did not wait for hundreds of thousands of 
men to volunteer. They passed the Draft Act and sum- 
moned to the colors every physically fit man in the United 
States between the ages of twenty-one and thirty-one 
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years. The Congress elected by the people invaded the 
homes of America and took their first born for sacrifice, 
if necessary, on the war’s firing-line. No man can tell me, 
knowing how readily the Congress is given to following 
public sentiment, that this act could have been made 
the law of the land unless the hearts and minds of the 
great American people had already set themselves to win 
the war and to make such sacrifices as were necessary for 
its winning. 

Fortunately, these oppressive laws were soon repealed; 
they and other war measures were limited in terms to 
the ending of the war, and the ratification of the treaty of 
peace with Germany banished them from the statute 
books without further legislative action. 

That they were unnecessary to our winning of the war 
must be now recognized; that they engendered false ideas 
in the country as to the necessity for one great centralized 
government to direct transportation and industry and 
control the private lives of the people can now be ap- 
preciated. At that time war prejudice had caused us to 
lose our ideas of proportion in government, and we were 
most fortunate that no more real harm was actually done 
within the brief time these abominable laws lived on the 
statute books of our country. 

The aftermath that really hurts has been the false idea 
of the way to control public sentiment by publicity that 
is reckless in its assertion of fact. It is true that the pro- 
mulgation of falsehood in political campaigns was not 
unknown before the great war, but it was at least con- 
sidered a reflection on the character and standing of the 
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persons who used such methods. The heritage of to-day 
from yesterday on the political battle-line seems to justify 
far-flung misrepresentation of fact, within the moral 
limitation, that with some at least they may be made to 
pass for the truth. 

Sedition laws, as a phase of governmental error, have 
again passed into history. Will they recur? No man can 
say. The politician of the great war time forgot the story 
of the terrible defeat the people administered to the old 
Federalist party for its grasping desire for power even 
at the cost of human rights. Whether resentment against 
oppressive war-time laws by the voters was in part re- 
sponsible for the overwhelming popular majority War- 
ren G. Harding received for President in the election of 
1920 is worthy of the consideration of the statesmen of 
future generations. 


CHAPTER XXIX 
TEMPERANCE MOVEMENT 


THE purpose of the men who welded together our Amer- 
ican Constitution was to perpetuate certain fundamentals 
of government in forms that could not be easily destroyed. 
The object of the contract made between the sovereign 
States that now constitute our Union was to establish cer- 
tain principles for the future guidance of the new Gov- 
ernment and the protection of the rights of the people of 
the United States that could not be easily destroyed by a 
mere political revolution. They desired to make it difficult 
for the people, through the ordinary process of law, to 
change the solemn contract they were entering into for the 
common good of all. It clearly was not their intention to 
invade the field of general legislation, or to prescribe 
rules of conduct for the citizen that manifestly were in- 
tended to remain within the scope of the police powers of 
the several States. 

- The Constitution of the United States retained, in its 
entire integrity, the character and purpose that was im- 
pressed upon it in the beginning, until the adoption of the 
Eighteenth Amendment. Up to that time the only matters 
controlled by it were the distinct separation of the powers 
as between the state and Federal governments, the struc- 
ture of the Federal Government, and the protection of the 
rights of all citizens. 

364 
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The dividing line between the jurisdiction of the state 
and Federal governments was definitely drawn with the 
expectation that it would seldom be changed and then 
only with great difficulty. The manifest wisdom of this 
course was demonstrated in the respect the American peo- 
ple entertained for the Constitution for a century and a 
half of momentous history. The first amendments adopted 
immediately after the Government was inaugurated were 
a part of the original instrument, and the subsequent 
changes down to the eighteenth deal with matters that 
were within the scope of the United States Government as 
originally defined. 

It was the Eighteenth Amendment that for the first 
time in our history challenged the integrity of the com- 
pact between the States and struck at the heart of our 
Federal system—the principles of local self-government. 
Prohibition, whether wise or unwise, is a denial of per- 
sonal liberty, a regulation of the personal habits of the 
individual. To deny to the citizen his personal liberty 
for reasons that were not essentially governmental was an 
entire reversal of the purpose and intention of the con- 
stitution as originally agreed to by the people of the 
States. 

When we analyze legislative movements, what we are 
really considering is government. One of the never solved 
enigmas of life is the number of people that bear a com- 
mission from no one, who, as a rule, are least informed on 
the principles of government, but who insist on exercising 
the power of government to make their neighbors live 
the lives they desire to prescribe for them. Then, again, 
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there is the sinister side of legislative involvements, the 
influences that are not concerned about other people at 
all. These influences are exerted by those that have their 
own axes to grind, those whose only purpose is the at- 
tainment of some special privilege that will accrue in the 
end to their benefit or to the advantage of those who em- 
ploy them. 

The organized movement to prohibit the use of bever- 
age alcohol was sustained and fostered by both the ele- 
ments I have named above and also by many good men 
and women of the country who were moved only by the 
sincere desire to aid fallen humanity and improve moral 
and economic conditions throughout the United States. 
The directing power of the political movement, after it 
became a real force and not a mere benevolent theory, was 
the visionary advocate of uplift legislation on the one 
hand, and the sinister plotter for special opportunity on 
the other. It was the collective enterprise of the good and 
the bad, the unselfish and the selfish, that made it pos- 
sible to change the very fabric of our Government, in- 
vade the home and destroy the peace of the people, by the 
adoption of the Eighteenth Amendment to the Constitu- 
tion of the United States. After the adoption it was not 
long before the Congress enacted laws to suppress the 
manufacture and sale of beverage alcohol, and organized 
bureaus at Washington that destroyed rights of the people 
and infested the country with an army of spies and in- 
formers. 

It was in the year 1883 that Frances Willard, in col- 
laboration with many good women, founded the Woman’s 
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Christian Temperance Union, and to a degree organized 
the drifting sentiment in favor of “temperance” and the 
mitigation of the evils of the alcoholic drink habit. This 
movement was not only an unselfish one, based on high 
ideals of good morals and clean living, but it approached 
the reformation in the right way, through example and 
an appeal to principle, rather than through the exercise of 
force to compel obedience to a sumptuary law. 

The work of this organization went far toward less- 
ening the evil of drunkenness and creating a sentiment in 
the country which, through local-option laws, was fast 
destroying the manifest baseness of the saloon, when the 
politician grasped the growing sentiment, to make head- 
way for his own selfish purposes, and produced the dé- 
bdcle that now confronts the nation. 

It is true that a Prohibition party was organized as 
far back as 1872, but if the organization had any effect 
on the flourishing liquor business of the country, I am 
not so advised. 

Future events do not always cast their shadows before, 
and in the year 1895, when the country was on the skir- 
mish line of a great political battle, involving the finan- 
cial system of the nation, there occurred an event that 
was the beginning of a political involvement of more mo- 
mentous consequences to the country than the impending 
political issues of the campaign in which William Mc- 
Kinley defeated William Jennings Bryan for President. 

At Oberlin, Ohio, in that year the Anti-Saloon League 
commenced its nation-wide campaign for political power 
and the abolition of the saloon in villages, towns, coun- 
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ties, and States. It appealed to the moral element of the 
people and organized the Protestant churches, particu- 
larly the Methodist church, to accomplish the banishment 
of the saloon by the use of political power crystallized 
into law, rather than by appeal for high ideals of moral 
life to be attained by restraint and self-denial on the 
part of the individual. 

You must not construe my meaning to be that the lead- 
ers of the new movement in politics did not preach high 
ideals and advocate self-denying pledges. Not at all; but 
that was merely the cloak that covered the real objective 
of their political efforts. It was not necessary for the mem- 
bers of the Anti-Saloon League to take the total absti- 
nence pledge to be in good standing in the organization; 
it was the ability of the member to wage political war 
against what they were pleased to call the working man’s 
club—the saloon—that fixed his favorable status in the 
organization. 

After the war between the States the disorganized con- 
dition of society in the Southern States made it necessary 
in the interest of good order to abolish the saloon in 
rural counties that lacked complete police protection, 

-which was then accomplished under local option laws 
more effectually than it is now maintained under nation- 
wide prohibition. The movement then was essentially a 
police regulation rather than a moral advance, but it con- 
stituted in large part the foundation for the subsequent 
political organization of the Anti-Saloon League. 

In the West the movement had the support of the Meth- 
odist church and, in part, of other Protestant denomina- 
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tions. In the North the Republican business men gave 
their money and influence in support of the new crusade 
on the ground that drunken workmen were a menace to 
good business and that the politics of the saloon was 
mostly liberal in sentiment and not in accord with the 
views and desire of business. 

In the East, except in some rural sections, the senti- 
ment of the people was not, in the beginning, and is not 
now in accord with the object or purpose of the crusade 
organized to control the personal habits of the individual 
by law, but the moral and financial support of big east- 
ern business enlisted itself behind the political column 
of the Anti-Saloon League and rendered the effective 
service that accomplished the ratification of the prohibi- 
tion amendment. 

When America became involved in the great war the 
prohibition movement was still battling for political sut- 
cess within state lines and had not visualized as yet the 
assault on the Constitution; but the war endangered every 
phase of life and government. For the time the people be- 
came accustomed to the idea of the surrender of their 
individual rights, in the conservation of coal and grain, 
to help the soldier on the firing-line in France; relinquish- 
ment and sacrifice became the keynote of our national 
life, and every loyal citizen was ready to prove his patri- 
otism by offering his life, liberty, or property to aid his 
Government in the conduct of the war. 

The political factors seeking advancement through 
the exploitation of the real temperance sentiment of the 
country saw that the time was ripe, under the guise of a 
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patriotic appeal, to accomplish nation-wide prohibition of 
the sale of beverage alcohol, through the so-called war 
power of the Government. 

It was a dangerous political experiment to attempt to 
change the habits of a people in the midst of war, when 
the populous industrial districts, with large foreign popu- 
lations, had not as yet adopted any restriction on the sale 
of liquor by local-option laws, and were undoubtedly 
opposed to nation-wide prohibition. Remember it was 
this population on which we must depend to produce the 
war material needed on the front line, and a general 
strike or serious industrial disturbance could have played 
havoc with our war preparation. The astute diplomat 
Machiavelli once said “that a foreign population can be 
easily controlled so long as no attempt is made to alter 
its customs,” but in dealing with the prohibition situation 
in the war time its proponents admitted no limitations on 
their movement, patriotic or otherwise, and drove to the 
goal of their endeavor regardless of all the other factors 
involved. They had the power growing out of political 
organization perfected before the war, and they used it. 

It may be said that our war endeavor was not dis- 
rupted when the Congress passed the law in December, 
1917, prohibiting the sale of beverage alcohol in all the 
States of our Union, but the law was not vigorously en- 
forced in sections of the country where public sentiment 
did not sustain it, which probably saved the situation at 
the time and kept the peace at home. 

I recall a happening that did not affect industrial 
peace but the lives of the soldiers. The influenza was rag- 
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ing in some of the southern camps; soldiers were dying 
daily by the hundred; whisky was needed to save their 
lives. It could not be shipped to the camps without a vio- 
lation of some of the restrictive prohibition laws; never- 
theless, Congress appropriated the money and the Goy- 
ernment bought and shipped the whisky to the camps. 
So far as I know, there was no protest from the Anti- 
Saloon League; they were content with a political vic- 
tory. 

Many of the rank and file that followed the political 
fortunes of the Anti-Saloon League, who thought the 
league stood for the abolition of the saloon and did not 
favor an attempt to enforce the extreme doctrine of total 
abstinence, were surprised at the new attitude of its lead- 
ers, but it was too late to withhold the force of the blow. 
The organization had perfected its plans and marched 
on to its war-time victory without serious opposition. 

To take stock of the prohibition situation in the United 
States when in December, 1917, the Congress extended, 
by national edict, prohibition to all the States in the 
Union, it had already been adopted by the legislatures of 
twenty-seven States. Nine States had adopted laws pro- 
hibiting the manufacture and sale of alcoholic beverages 
within their limits. Maine—which put dry laws on its 
statute books in the movement that originated before the 
Civil War—when the new prohibition movement came 
upon the country, remained steadfast in theory, if not in 
fact. Kansas, in the prairie West, dominated politically 
by the sentiment of Puritanism; North Dakota, where the 
majority of the folk were Norwegian farmers, not long 


from the old country; and the six Southern States of 
North Carolina, Georgia, Tennessee, Mississippi, Okla- 
homa, and West Virginia, had rounded out their local- 
option laws into state-wide prohibition, due to sentiments 
that I have heretofore referred to. These nine States stood 
alone in the Union for state-wide prohibition when the 
great war broke out in Europe. 

Between 1914 and the adoption of war-time prohibition 
measures by the Congress, in 1917, Alabama, Arizona, 
Arkansas, Colorado, Indiana, Iowa, Idaho, Montana, 
Michigan, Nebraska, New Hampshire, New Mexico, 
Oregon, South Dakota, South Carolina, Utah, Washing- 
ton, and Virginia, eighteen States, entered the prohibition 
ranks. Before the Eighteenth Amendment to the Federal 
Constitution was ratified, six other States, Ohio, Ken- 
tucky, Nevada, Florida, Wyoming, and Texas, had 
adopted state-wide prohibition laws and joined the col- 
umn; so that before the power of the Eighteenth Amend- 
ment was exercised thirty-three of the forty-eight States 
in the Union had already declared in favor of abolishing 
alcoholic beverages from the lives of their people. Ex- 
cept in the State of North Dakota, the political power and 
‘prevailing sentiment of the States declaring for prohibi- 
tion were controlled by the descendants of Protestant men 
and women that came to America in colonial days. 

Now call the roll of the States that stood out of the 
column. The industrial States of New England, Massa- 
chusetts, Connecticut, and Rhode Island, had a popula- 
tion largely dominated by racial blood that had come to 
America since the Revolutionary War; much of it had 
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come since the war between the States. Industrial New 
York, New Jersey, Pennsylvania, and Illinois had a 
lJarge foreign population, an ever increasing union labor 
vote, and were not dominated in religious sentiment by the 
American Protestant churches. In Minnesota the control- 
ling Scandinavian vote was not so much opposed to 
temperance measures as it was antagonistic to interference 
with the personal rights of the citizen. In Missouri and 
Wisconsin large German constituencies found no good 
reason why the State should prohibit the drinking of 
beer, and saw no moral question involved. Louisiana, 
Maryland, and California were affected from many an- 
gles in their attitude toward the issue, but the prevailing 
one was probably the viewpoint of the old-time Jefferso- 
nian Democrat who believed that a citizen should be 
allowed to live his life as he pleased, so long as he did 
not interfere with the rights of his neighbor. The two re- 
maining States, Vermont and Delaware, were practically 
dry under their local-option laws when the amendment 
was adopted. 

It must be borne in mind, and unfortunately it cannot 
be escaped, that a religious angle prevailed in this contro- 
versy. The prohibition States were Protestant, controlled 
at least in part by the Puritan sentiment that “God’s own 
people should be allowed to do no wrong,” and that the 
law should set a barrier to the temptations that afflicted 
mankind. In at least sixteen of the eighteen States that 
were without the circle of influence of the Anti-Saloon 
League, a large part of the population held allegiance to 
Catholic, Jewish, and Lutheran influences that did not 


see the way to righteous rehabilitation accomplished 
through drastic sumptuary laws. This seeming divergence 
of position along religious lines, in its last analysis, was. 
not due to religious sentiment or church ideals, for until 
after the adoption of the Eighteenth Amendment the great 
majority of the representatives of the Roman Catholic 
church did not favor the working out of the temperance 
problem by law but rather by moral influence. The largest 
temperance society in the country that worked its reform 
by pledging the individual not to drink alcoholic bever- 
ages was in the body of that church. 

The real dividing line was climatic and national rather 
than religious and racial. In the cold, damp climates of 
northern Europe, where the Protestant religion prevailed, 
the population felt the need of an alcoholic stimulant and 
indulged in it to excess. When they first came to the 
high, dry climate of America, where it was not needed, the 
excess of drinking reacted in favor of laws denying the 
right to drink. 

The populations that came from southern Europe, 
mostly Catholic in religious sentiment, came from warm, 
dry climates where the thirst of man was satisfied with 
light wines and small beer to drink as a beverage, much 
as tea and coffee is drunk in America, countries where ac- 
tual drunkenness seldom occurs, and little harm ever 
arises from the evils of intemperance. These people, when 
they came to America, brought with them no thirst for 
strong alcohol or prejudice against light wines and beer. 
Naturally, their votes supported their sentiments; the 
States in which they had a dominating influence refused 
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to accept the leadership of the Anti-Saloon League. The 
hostility to prohibition came largely from the cities; the 
well-to-do class and the laboring class supported the 
sentiment in favor of freedom of action; the middle 
church class, as a rule, voted for prohibition. 

It must also be borne in mind that among the foreign 
population, that asked only to be left alone in their home 
environment, the question of drink was a matter of cus- 
tom; the German demanded his beer, and the wine of the 
Italian was a part of his daily food. They saw no reason 
in arguments of men who denied their personal wants, 
and they visualized the movement as a racial attack. 

Then came the great war. A burdensome discipline was 
placed on the whole nation; the times were extraordinary, 
and unusual conditions prevailed. This made it possible 
to pass the war-time Federal law of restraint, and with 
four million soldiers, most of the younger men of the 
nation, absent from home, in camp or field, responding 
to their country’s call and defending their battle flags, 
a marvelous opportunity came to accomplish national 
prohibition and force its acceptance upon the unwilling 
States in the aftermath of a great war. To write it on the 
statute books of the land was one problem; to force its 
obedience by people who did not believe in its righteous- 
ness is another question, one that has not yet been solved. 

When the last century closed we were convinced that 
we had arrived at the palladium of human liberty and 
governmental freedom. We were mentally shocked to con- 
template the kind of prison our forebears dwelt in for 
centuries past, but in the light of to-day does it not raise 


a doubt in our minds as to whether we understood the 
real nature of liberty? Under the old order, society was 
encompassed by social and religious traditions that halted 
the liberty of the individual from every direction, but 
these usages also limited the power of the State. The 
individual dared not criticize the State or the church, but 
his property was not subject to confiscation and he was 
not drafted to fight a war he did not wish to fight. 

The world has fought the great war in the sacred name 
of liberty. The guarantees of liberty are now being de- 
stroyed in the sacred name of class. The State has become 
the control which is used to make men work and fight, 
and they are compelled to live their lives in the mold pre- 
scribed by the power of government. 

From here where do we go? While the program of the 
movement for the uplift of humanity through national 
prohibition was noble in its conception, it was vague in 
its detail. It was a spiritual conception and not a practi- 
cal one. The net result has been abject failure to enforce 
the law in the States it was intended to coerce. Crime has 
become the handmaiden of our courts, and the terrors of 
private vengeance have been added to the rigors of official 
Justice. In the end our boasted liberty has become the le- 
gitimate spoils of self-appointed guardians of American 
morals. 

The greatest evil that came to the people from the 
battle tactics of the Anti-Saloon League has been the 
building up of a nation-wide spirit of intolerance, both in 
religion and in life’s environment. Dr. Eliot of Harvard 
University chose the inscription for the court of honor at 
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a world fair: ““Toleration in Religion—the Best Fruit of 
the Last Four Centuries.”’ Tolerance has been interpreted 
“to mean not only that plain people are no longer whipped 
through the streets of Boston for being Baptists or de- 
prived of their ears because they are Quakers; but that 
tolerance means the love of a free field and fair play for 
divergent views, with delight in independent diversities 
of opinion and an open-minded endeavor to understand 
and appreciate them.” 

John Milton published his pamphlet in behalf of in- 
tellectual liberty in 1644, in which he said: 

“Though all the winds of doctrine were let loose to play 
upon earth, so truth be in the field, we do injuriously by 
licensing and prohibiting to misdoubt her strength. Let 
her and falsehood grapple; who ever knew truth put to 
the worse, in a free and open encounter?” 


CHAPTER XXX 
NATIONAL PROHIBITION—ENFORCEMENT 


Tuat the American people have the softest hearts and 
the hardest heads is largely responsible for the adoption 
of the Eighteenth Amendment to the Constitution. The 
soft heart responded to the call to help suffering human- 
ity, and the hard head refused to hear the roar of the cat- 
aract ahead or to heed the signs that the river of enforce- 
ment was not navigable at that point. 

The original conception of temperance achieved 
through the banishment of alcoholic liquor by the law’s 
enactment was noble and praiseworthy. It visualized an 
ideal state of society where all could be brought to lead 
sober, clean, and honest lives by rules of government, just 
as the great Charlemagne sought to advance the cause of 
Christianity by having his Frank prisoners baptized in 
the River Seine, regardless of their personal attitude con- 
cerning conversion to the Christian faith. 

With great fervor the embattled legions of the new 
faith sang their way to victory, without pausing long 
enough to consider what happens to a law in America 
when the sentiment in the jury-box, which is the final ar- 
biter of its enforcement, is not in accord with the emo- 
tions of the men that made the law. 

After the amendment was adopted and failed of en- 


forcement, then it was that the proponents of the new 
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moral movement, realizing that sobriety and good morals 
had not followed in the footsteps of the law’s decrees, 
began the organization of volunteer enforcement officers 
and secret societies to work out the high ideals of a tem- 
perate life, violating the first principles of good govern- 
ment by means of violence, threats, and intimidation di- 
rected against the individual citizen who did not make his. 
life conform to the newly devised tests of good govern- 
ment. 

It is worth while to analyze the vote and surrounding 
conditions that led to the adoption and ratification of the 
Eighteenth Amendment to the Federal Constitution. Nei- 
ther the Constitution itself nor the first seventeen amend- 
ments had ever before directly attempted to invade the 
police powers of the States in so far as they controlled 
and directed the life of the citizen. Although this amend- 
ment left it within the power of the States to enact and 
enforce prohibition laws, it sought primarily to enlist the 
powers of the Federal Government to prevent the manu- 
facture and sale of beverage alcohol. The text of the 
Eighteenth Amendment is as follows: 


Section I: After one year from the ratification of this article the 
manufacture, sale, or transportation of intoxicating liquors within, 
the importation thereof into, or the exportation thereof from the 
United States and all territories subject to the jurisdiction thereof 
for beverage purposes is hereby prohibited. 

Section II: The Congress and the several States shall have con- 
current power to enforce this article by appropriate legislation. 


What the prohibition missionaries had failed to ac- 
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complish when acting alone was made possible by the 
helping hand of the manufacturing interests of America. 
The united effort of these forces had been concentrated 
on an intensive campaign since 1914, which they sought 
to nail down, in 1917, by declaring that prohibition was 
necessary to the winning of the war. General war hysteria 
prevailed throughout the country and was taken advan- 
tage of when the amendment was pressed for a vote in 
1917. It required a majority of two thirds in each house 
of the Congress to pass the resolution submitting the pro- 
posal to the States for ratification. It had been tried in the 
House at an earlier date and failed. It came to a vote in 
the Senate on the first of August, and was passed by 
sixty-five “ayes” and twenty “nos,” and finally passed 
the House of Representatives in December of the same 
year by a vote of 282 for to 128 against. It was not until 
thirteen months later (January 16, 1919) that it received 
the ratification of three fourths of the States in the Union 
and became a part of the Federal Constitution. 

As the new amendment granted sovereignty to the 
Central Government to enforce national prohibition it 
was necessary to pass legislation to enforce its terms. At 
that time it looked as if its enforcement would not be a 
difficult matter. It had been ratified by more than three 
fourths of the legislatures of the States of the Union. The 
reaction had not set in. Almost every one seemed to be 
willing to give it a fair chance to function. The war-time 
prohibition act was already on the statute books, so that 
unusual haste was not required. 

The first law for its enforcement, known as the Vol- 
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stead act, was passed on the twenty-eighth day of October, 
1919, The new law was drastic in its terms and carried 
ample provision for the enforcement of the amendment 
if public sentiment had sustained the proposal. Since then 
the law has been amended in an attempt to accomplish, 
by a legislative fiat of more drastic terms, an enforcement 
that the law officers of the Government were unable to 
make effective. 

The Volstead act defined liquor containing more than 
one half of 1 per cent. alcohol as within prohibited pro- 
visions of the Constitution. The amendment known as the 
Campbell-Willis Act went farther and prohibited the 
use of beer for medicinal purposes, which was permis- 
sible under the first act, and made other restrictions of 
medicinal alcohol. It must be borne in mind that the 
amendment itself did not prohibit the use of alcohol for 
sacramental or medicinal purposes, or its mechanical use 
in the arts. The Congress went so far in its legislation as 
to limit the amount of alcohol that could be prescribed by 
a physician to a sick patient within a certain period to 
one half a pint. 

The authority of the Congress to make such a restric- 
tion was challenged in the courts and the highest court 
of the land by a divided vote reached the very unusual 
conclusion that the Congress was better able to determine 
the needs of the sick patient for medicinal alcohol than 
was the physician at the bedside. In other words, the 
amendment itself limited national prohibition to beverage 
alcohol, so far as the Federal Government was concerned, 
leaving medicinal alcohol where it originally was, within 
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the sole jurisdiction of the States. The decision of the 
court has amplified the power of Congress to adopt re- 
strictions, if it chooses, that may be so drastic or unusual 
as to practically prohibit the use of medicinal alcohol en- 
tirely. 

The enthusiastic proponents of prohibition may pos- 
sibly have overstepped the mark in their efforts to con- 
trol all branches of the alcoholic situation by the decree 
of the Congress. For if it lies within the jurisdiction of 
the Congress to fix the limit of alcoholic contents of bev- 
erages, or to fix the amount of the physician’s prescrip- 
tion, logical reasoning would lead to the conclusion that 
the Congress, if it will, could go in the other direction to 
an extent that would not leave the prohibition amendment 
standing as an effective accomplishment. But indeed it is 
not necessary to go that far. Should a Congress ever deter- 
mine to repeal the penalty clause in the prohibition law, 
its enforcement would be left entirely with the States. And 
in States like New Jersey that have no enforcement laws 
the manufacture and sale of alcoholic beverages would 
be as free from limitation as the pouring of spring water 
out of a bucket. 

It is therefore around the Volstead Act and its amend- 
ments that the battle between the wet and dry forces in 
America is now being waged—the dry forces contending 
that a change of the law is virtual nullification, and the 
wet forces replying that the amendment contemplated no 
laws such as have been enacted by the Congress. Nullifi- 
cation of a law, or even of the Constitution of the United 
States, is not a new issue. The legislative bodies, state 
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and national, have been much given to enacting laws fa- 
vorable to a passing sentiment, and when they prove to be 
mistakes, instead of honestly repealing them, leaving 
them on the statute books without enforcement. 

There is probably not a State in the Union that does 
not have within the body of its numerous enactments so- 
called “blue-stocking” laws, prohibiting certain things 
being done on Sunday, that are not only ignored but also 
forgotten. The Congress long since found out that it could 
not enforce the Fourteenth Amendment to the Federal 
Constitution, and the Southern States to-day, where the 
prohibition sentiment is the strongest, if put to the test 
of accepting the Fourteenth Amendment in its entire in- 
tegrity in exchange for the honest enforcement of the 
prohibition laws of the Federal Government, would prob- 
ably not accept the condition of enforcement and would 
stand ready to join the ranks of the nullifiers. 

When the amendment was passed and ratified it was by 
decisive majorities, but it must be borne in mind that 
these majorities were a part of a war-time sentiment, that 
the men who cast the vote, at least many of them, had not 
been elected on the direct prohibition issue by the peo- 
ple. Often it came in response to secret promises made to 
the Anti-Saloon League leaders, and the vote did not al- 
ways represent the true sentiment of the people. I think 
the final vote was not a true reflection of the desires of the 
American people, notwithstanding the fact that when the 
vote came in the House of Representatives the opposition 
was from only a few States in the Union. It was the direct 
and formidable pressure of the Anti-Saloon League which 
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accomplished the result and not the sympathetic support 
of the mass of the people with actual knowledge of the 
impending result. 

When the amendment went to the States it was ratified 
by a unanimous vote of the legislatures in many of them, 
and only the States of Rhode Island and Connecticut 
withheld their approval. It must be borne in mind that in 
the case of many of the States that have since proved 
their open hostility to the law it was ratified through the 
indifference of its opponents or their belief that its rati- 
fication was a foregone conclusion and that there was 
nothing to be accomplished by withholding approval. 
After the amendment had become a part of the Constitu- 
tion and its enforcement had been entered upon, the re- 
action came and the political equation changed from 
indifference to ratification to direct opposition to its en- 
forcement. 

The attitude of the States toward the enforcement of 
the prohibition law is worthy of consideration. The solid 
South, except Louisiana, Maryland, and Missouri, with 
the solid West, except Montana, Nevada, and California, 
stand, so far as the machinery of their governments is 
concerned, in favor of enforcement. In the middle West 
and the East the equation of enforcement is a very doubt- 
ful one, and in States like New York, New Jersey, Rhode 
Island, Connecticut, Massachusetts, and Wisconsin, if 
the attitude of their representatives in the Congress indi- 
cates the true sentiment of the people, there is a strong 
reaction against enforcing the law. Of course, in all the 
States of the Union there are some places, no matter how 
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dry the State may be, where in local communities the 
wet sentiment prevails, and in all the States of the Union, 
no matter how much opposed the general sentiment of 
the State is to the enforcement of the prohibition amend- 
ment, there are some places in favor of compelling obedi- 
ence to the law. 

I think it can be said, without contradiction, that in 
practically all the big cities, like New York, Boston, Phil- 
adelphia, Baltimore, Chicago, St. Louis, New Orleans, 
San Francisco, and dozens of others, there is a distinct 
opposition to the enforcement of the law. In the main this 
opposition comes from people whose customs in society 
for generations past have been opposed to sumptuary 
laws, and who have drunk their wine and beer without 
acquiring intemperate habits. For instance, the Catholic 
foreigner from southern Europe is no more in favor of 
drunkenness than the Protestant American. But he de- 
mands his wine and beer and cannot be convinced that 
his moral life or physical well-being is injured thereby. 
The old-time frontier Protestant stock that has been the 
backbone of the prohibition movement believes in a clean 
social life, whether he gets it in the twentieth century or 
not, and he takes but little interest in the argument against 
infringing the liberties of others when he seeks to estab- 
lish the moral fiber of his country by the law’s enactment. 

The difference between the two classes of people prob- 
ably lies in the fact that the first rarely ever drank to 
hurtful excess, and that among the latter who drank at 
all many went beyond the pale of right living to the in- 
jury of themselves and their families. In the last analysis 
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the enforcement of the prohibition amendment is almost 
entirely dependent on the sentiment of the community in 
which obedience to the law is demanded. In many of the 
States of the South and West it cannot be said that the 
law has been nullified; there is some reasonable enforce- 
ment. In some of the middle Western and Eastern States 
where the sentiment of the people is directly opposed to 
the law its nullification is practically complete. Beverage 
alcohol is being sold freely and openly in absolute de- 
fiance of the law. 

Reviewing the law in its entire integrity, it may be said 
that there has never been a law passed by the Federal 
Government where so much has been spent, or where 
such strenuous efforts have been made to accomplish en- 
forcement, as in the law passed by the Congress to pro- 
hibit the manufacture and sale of beverage alcohol in the 
United States. I think it can equally be said, without con- 
tradiction, that no law has ever been on the statute books 
that has been so freely and openly violated as have the 
prohibition laws in every State in the Union. There is 
not a county in any State in the Union where alcoholic 
beverage is not sold in violation of the law, and in many 
States it is sold more freely and openly than in the days 
of the saloon. 

I am free to say that the Federal Government has 
earnestly and honestly endeavored to enforce the law, 
and although corruption has destroyed the efficiency of 
many of the minor enforcement officers, undoubtedly the 
men at the top have been honest and earnest in their ef- 
forts to accomplish real prohibition. You can hear all 
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kinds of conflicting reports as to the efficient enforcement 
of the law, or as to its violation, depending on the source 
from which the report is gathered, but it is not necessary 
to prove the case. There is hardly an adult citizen of the 
United States, whether he drinks or not, who does not pos- 
sess the proof within his own consciousness and does not 
know that a mistake was made when the Anti-Saloon 
League diverted the temperance fight from a local-option 
battle with public sentiment behind it to a nation-wide 
prohibition movement to build up a great political or- 
ganization. 

It may not be the time or place to indulge in generaliza- 
tions, but who of us is not convinced that great numbers 
of people, every day in the year, are drinking intoxicating 
liquors? Many claim that there is more beverage alcohol 
being consumed to-day than there was before the great 
war. In the clubs, the colleges, the automobiles by the 
wayside the flask has become socially indispensable. You 
find it at the dance, the picnic, and the bridge party. In 
high society it has become the baton of respectability. 
Of course, the prices have pyramided, or the rum-runner 
could not carry on his business. He must share the price 
with numbers of intermediaries and sometimes with the 
law enforcement officers. The drinking of alcohol is not 
confined to one class alone. It rests with the rich and poor 
alike, the high and the humble, the good and the bad; 
every class of society is involved. The only distinction is 
that the rich man drinks good liquor and the poor man 
drinks bad. 

The end is not yet in sight. No man can predict what 
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the result will be by the end of the next decade. That the 
law will not be enforced in its entire integrity must be ap- 
parent to all. Will it be enforced in some States and nul- 
lified in others, or will the politicians have the courage to 
resubmit the Eighteenth Amendment by way of another 
amendment to the Federal Constitution back to the peo- 
ple of the several States for another vote to determine 
their approval or rejection? That method seems to be 
the honest way to correct a political mistake. 

Let us go back to the working out of the problems of 
temperance in the natural channels through which high 
ideals are attained. It may be said that never in the his- 
tory of our Government has the Congress gone so far in 
ignoring every fundamental principle of government that 
our ancestors believed in and sustained, as they did in 
their effort to secure nation-wide prohibition by action of 
the Federal Government. It created a bureaucracy in 
Washington to enforce the law that has filled the States 
with spies and enforcement officers who have invaded 
the sacred precincts of the home, walked roughshod over 
the rights of the people, destroyed confidence in the Fed- 
eral Government, and accomplished no material results 
thereby. They have nullified, in this instance, the right 
of the State to exercise its sovereignty over the lives of 
its citizens, and in many States of the Union the Con- 
gress has attempted to build up a system of sumptuary 
laws that has proved to be offensive to the people. 

It may be true that the common people drink less high 
proof alcohol than they did a decade ago, because alcohol 
is hard to get for those who do not know its hiding-place, 
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and the price has gone beyond the reach of the wage- 
earner, unless he is content to drink new whisky; but the 
illicit traffic has survived the prohibition laws and all 
efforts to suppress it. 

The great difficulty involved in the just and final de- 
termination of the many serious problems growing out 
of the adoption of the prohibition amendment is that the 
real issue of temperance is subverted by religious and po- 
litical complications that have caused a degree of bitter- 
ness to be encountered in the solution of a question of 
hygiene, and have carried public sentiment far afield 
from the common sense determination of the vexed ques- 
tion. 

To guard the public from dangers that are unsanitary 
or immoral undoubtedly comes within the jurisdiction of 
the police powers of the States, but to attempt to dictate 
the habits of a people in the name of religion is an un- 
righteous intermeddling with the private life of the citi- 
zen. 

Laws evolved from religious and political issues have 
always been more unreasonable and cruel in their terms 
than statutes enacted to punish criminal conduct. The 
real trouble began when zealots for national morality en- 
deavored to establish a uniform rule of conduct for all 
the people of the United States, regardless of their ethical 
and geographical environment. 

Conduct which carries with it no feeling of wrong has 
been made a crime by decree of the Government and often 
evokes more severe punishment than does the violation of 
laws based on the ten commandments. The constitutional 
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guarantees against unreasonable searches and seizures, 
against excessive fines and cruel and unusual punish- 
ments, have been openly violated in the frenzied desire 
to enforce an obnoxious statute. More than two centuries 
ago we witnessed the brutal madness of bigotry when in- 
nocent people were made to suffer under laws to prevent 
witchcraft and heresy. To-day some phases of the prohibi- 
tion issue furnish the last examples of the cruelty of in- 
tolerance. 

“A good man, out of the good treasure of the heart, 
bringeth forth good things; and an evil man, out of the 
evil treasure, bringeth forth evil things.”’ 

The real and lasting error of the prohibition of bever- 
age alcohol in the United States is that the Congress in 
the name of morals and ethics has been guilty of an in- 
tolerable interference with the private life of the citizen 
of the States. When local communities with a homogene- 
ous population restricted the sale of beverage alcohol to 
solve local problems, the law represented the sentiment 
of the people who lived under it, and there was no pro- 
hibition crisis so long as the States controlled the situation 
and so long as the rights of the opposition were respected. 
‘But when it became the order of the day for national 
morality to be decreed and enforced by the intolerance of 
class and racial prejudice, to the extent that what a man 
should eat and what he should drink was to be determined 
for him by law, and especially when the effort was made 
to force such laws on States where the sentiment of the 
people rebelled and refused to accept them, then the 
fabric of government was rent asunder and the liberties 
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of the people became the football in the game of partisan 
politics. 

The directing force of government cannot successfully 
be exercised in that way; it has been tried before and 
failed. The wording of the Fourteenth Amendment to the 
Constitution is clear and explicit, but the North has never 
been able to impose its solution of the negro question on 
the South. It can hardly be expected that the dry part 
of the South and West will succeed in imposing their 
prohibition viewpoint on the people of the East. 


CHAPTER XXXI 


BUREAUS—INTERSTATE COMMERCE—FEDERAL TRADE 
COMMISSION—-SURRENDER OF LEGISLATIVE POWER 


IT is easy to criticize; it is difficult to construct. What I 
have said about the tendency of the Congress to surrender 
the power delegated to it by the people to bureaus ap- 
pointed by the President, and the inevitable drift from 
a government of law to a government of men, has not 
been by way of criticism of the lawmakers who are re- 
sponsible for the changing conditions. It has been my pur- 
pose to raise the danger signal and call attention to the 
movement of our Government away from the basic prin- 
ciples that were established in the beginning which car- 
ried us through the building of the new republic until we 
became one of the world’s great nations. 

IT have recalled the past history of our people to estab- 
lish, as far as possible, the racial impulse, rather than 
the immediate motive that was instrumental in directing 
the course of the builders of the nation. I have endeavored 
to visualize the viewpoint of the makers of the Consti- 
tution by allowing them, in their own words, to express 
their ideas of government. 

I have briefly reviewed the first hundred years of our 
history to call attention to the fact that in that period, in 
the main, we stood steadfast to the principles of govern- 
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ment our fathers had left us, even though a foreign foe 
at one time occupied our capital city, and at another time 
our country was divided by internecine strife. We stood 
steadfast in the years of doubt and disaster, yet, when 
we had achieved the very summit of our greatness and 
power, we surrendered the “‘Ark of the Covenant” to the 
despoilers of our liberty, because the vested political 
power of the country had not the courage to deny the 
demands of the organized classes in the nation. 

In considering the drift of legislation in the last thirty 
years, I have called to your attention the laws that had 
been passed since the first Congress, establishing taxes at 
our custom-houses on foreign goods, not as an argument 
either for or against the merits of protective tariff or free 
trade, but rather to show the first and, I may say also, the 
last effort of a special class of our citizens to divert the 
great power of government, the right to tax the people to 
raise revenue, to a selfish purpose, to benefit the favored 
few. 

I have endeavored to review the legislation of the Con- 
gress establishing various banking and currency systems 
for the country, not so much to pass on the merits of the 
legislation involved as to show the tendency of our Gov- 
ernment to drift farther and farther toward central con- 
trol, even of necessary and useful functions of govern- 
ment. 

I have recalled the legislation relating to the establish- 
ment of bureaus of the Federal Government seeking to 
control the children of our country, and the submission 
of an amendment to the Constitution centralizing the 
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power to direct the welfare of our children in the govern- 
ment of the United States, merely to indicate how far 
we may go, under a mistaken call to help suffering hu- 
manity, in tearing into shreds the very fabric of the home 
life that remained with us from the dawn of our civiliza- 
tion to the hour when state socialism endeavored to usurp 
the place of the father and the mother in controlling the 
lives of their children. 

I have reviewed but briefly some of the legislative in- 
cidents of the great war to indicate how principle and 
precedent are lost in the sea of passion and prejudice that 
engulfs a nation involved in war. I have asked you to 
consider anew the prohibition amendment from a differ- 
ent angle of vision than that which induced its adoption; 
to recall the travesty of government that this misdirected 
centralization of power has brought upon the people in 
many States of our Union. 

In reviewing past legislation I think I have gone far 
enough to establish beyond doubt the legislative drift 
away from the original intendment of the drafters of our 
Constitution, though, in truth, the story has not been half 
told. There are more than a hundred divisions, commis- 
sions, and bureaus which have been established by the 
Congress within the last three decades that have been em- 
powered by personal decree to make rules and regulations 
affecting the lives and business of the people of the United 
States. 

Not the least among these commissions, in power and 
influence, to direct the business destiny of the country is 
the Interstate Commerce Commission. It is true that the 
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Constitution gives the Congress the right to regulate com- 
merce among the several States and it is clearly within 
its power to do so. The regulation of interstate commerce 
could be accomplished by fixed and definite rules estab- 
lished by law, or it could be controlled by regulations 
adopted by a commission to whom the Congress had trans- 
ferred its powers. 

The Congress adopted the latter method for regulation 
of interstate commerce. The original act was approved 
February 4, 1887, in Mr. Cleveland’s first administra- 
tion. It provided for a commission consisting of five mem- 
bers and was intended to encourage competition among 
the railroads and to discourage discrimination favoring 
certain shippers. It was neither drastic nor far-reaching 
in its terms, but through amendments known as the EI- 
kins law in 1903, the Hepburn act, 1906, the Mann- 
Elkins act, 1910, together with radical changes made by 
the acts of 1912, 1917, and 1920, plenary power to regu- 
late interstate commerce has now been given to the com- 
mission. 

The law to regulate commerce applies to all common 
carriers engaged in the transportation of passengers or 
commodities except water carriage, and natural or arti- 
ficial gas by pipe lines. It includes telegraph, telephone, 
and cable companies. It also applies to express and 
sleeping-car companies, to bridges, ferries, car floats, and 
lighters, all terminal and transportation facilities used 
or necessary in the interstate transportation of persons 
and property, and all instrumentalities and messages by 
the use of electric energy. 


The law to regulate commerce requires all rates to be 
just and reasonable, and prohibits unjust discrimination 
and undue or unreasonable preferences or advantages in 
transportation rates or facilities. The purpose of the law 
is to protect the traveling and shipping public from un- 
just treatment and unreasonable discriminations. In the 
main it has been well administered, so far as preventing 
unjust discrimination, but it has placed enormous power 
in the hands of a single bureau, whose decrees are more 
potent than the law and yet have the disadvantage so 
far as the public is concerned that their interpretation of 
what is just and reasonable and what does not discrimi- 
nate is uncertain, as it changes with the human view- 
point and is therefore not always a safe guide for the 
future, whereas the law remains steadfast until it is re- 
pealed. 

Through the united action of the Congress in enacting 
the law, of the Interstate Commerce Commission in con- 
struing it, and of the Supreme Court of the United States 
in determining what are the constitutional limitations that 
affect the law and its construction, we have finally ar- 
rived at a status in which the final accomplishment is the 
limitation of the earning power of the capital invested 
in inland transportation enterprises. I do not mean to 
say that this is the only accomplishment of the commis- 
sion; not at all. The incidental work of the commission is 
helpful to the public, but the commission was organized to 
prevent discrimination and provide reasonable rates for 
carriage of persons and property. The limitation of the 
earning capacity of capital is one thing; the securing of 
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reasonable charges for transportation is another; and the 
one does not always mean the other. 

What the public wants and what the public is entitled 
to have from a public-service corporation is fair service 
and reasonable freight and passenger rates. The public, 
in good conscience, should not have its business burdened 
with rates based on what the traffic will bear, nor is it 
just to prevent a well-managed corporation from earning 
good dividends for its stockholders, provided it has first 
rendered fair and efficient service to the public at reason- 
able cost. The present basis of regulation does not guar- 
antee the desired accomplishment. The horse seems to be 
hitched to the wrong end of the cart to pull efficiently 
either for the shipping public or for the transportation 
companies. 

“By their works ye shall know them,” and by the re- 
sults of the regulation of interstate transportation we may 
judge of the benefits to the people. In the last thirty years 
the service has greatly improved, but that would have 
come had the commission not been organized. Unjust dis- 
criminations in the main have been abolished. On the 
other hand, freight and passenger rates have largely in- 
creased since the Federal Congress organized the Inter- 
state Commerce Commission. The reasons why may carry 
a thousand answers, but it is manifest that when the basis 
of regulation is placed on the limitation of the earning 
capacity of the public-service corporation and not on rea- 
sonable compensation for service rendered, the incentive 
for economy in management has been taken away from 
the capital invested. 
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It is idle to predict what might have happened under 
other circumstances, and yet it seems probable that if the 
Congress in the beginning had not surrendered its power 
to a bureau but had prescribed by law fair and reasonable 
rates for service rendered in interstate transportation, and 
allowed the other problem to be worked out by the inter- 
ested parties, the people who asked no favors and ex- 
pected none would have been better off as the years went 
by. 

The limitation of the earning power of the capital en- 
gaged in transportation was only one phase of the gen- 
eral bombardment launched by the Congress against the 
organized business enterprise of the nation, on the theory 
that it was in the public interest. The so-called Sherman 
Anti-Trust Act of 1890, penalizing combinations which 
restrained trade in the sphere of interstate and foreign 
commerce, was broad enough in its terms at least to cause 
a halt in the forward movement of industrial combina- 
tions in restraint of trade. 

If the administration of the law had been vigorous, the 
era of great industrial trusts might have been avoided 
in its inception, for the passage of the law itself, for a 
time, through the fear of criminal indictments, arrested 
the movement to restrain trade. But the Department of 
Justice was not vigorous in the work of enforcement. Mr. 
Roosevelt vigorously denounced the trusts, and in his 
time twenty-five indictments were found, but the effort re- 
sulted in few convictions. President Taft evidenced a 
greater desire to enforce the law than the other occupants 
of the White House and secured to the credit of his ad- 
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ministration forty-five indictments against those who vio- 
lated the law, and in 1911 secured decrees from the Su- 
preme Court of the United States dissolving the Standard 
Oil Company and the American Tobacco Company into 
several individual concerns. 

When Woodrow Wilson became President he pro- 
claimed himself in favor of the restoration of competi- 
tion in business and the revival of the opportunity for 
small capital to compete in the markets that big business 
had absorbed. A Democratic Congress enacted the Clay- 
ton Anti-Trust Law of 1914, an elaborate measure that 
conferred on the Government the power to tear apart com- 
binations powerful enough to make and control prices 
in their lines of business. 

How far big business could have been controlled in its 
desire to dictate commodity prices and destroy compe- 
tition by the process of criminal statutes is, as yet, an un- 
solved equation. Big business wanted to avoid the indict- 
ment process and pleaded for Federal regulation to sup- 
plement the Clayton act for control of rather than for 
the destruction of the huge industrial combinations. The 
Congress declared unfair methods of competition ille- 
gal and created a new government bureau in 1914, the 
Federal Trade Commission, authorizing it to cooperate 
with business men in establishing equitable prices. 

The powers granted to the commission are both legal 
and economic, The law provides that whenever the com- 
mission shall have reason to believe that any person, 
partnership, or corporation, except banks and common 
carriers, has been or is using any unfair method of com- 
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petition in commerce, and if it should appear to the com- 
mission that a proceeding by it in respect thereof would 
be in the interest of the public, it shall take jurisdiction 
of the issues involved and proceed to try the case and 
render judgment in the premises, subject to an appeal to 
the circuit court of the United States. There are other 
powers conferred, including concurrent jurisdiction with 
the courts in enforcing certain provisions of the Clayton 
Anti-Trust Act, relating to discriminations in prices, the 
so-called ‘tying contracts” that would lessen competition 
or tend to create monopoly in any line of commerce, the 
so-called “holding company” or the ownership by one 
company of the stock of another that would have the 
effect of lessening competition, and those relating to the 
so-called “interlocking directors,” where one person shall 
at the same time be a director in any two or more corpo- 
rations engaged in interstate or foreign commerce. 

No one can doubt that the Federal Trade Commission 
has had delegated to it sufficient power to regulate com- 
merce in the interest of the public and to restrain monop- 
oly organized in restraint of trade. Furthermore, it has 
been given the power to investigate and initiate action. 
. It can be the grand jury, the prosecutor, and the judge, 
three functions operating in one commission. In other 
words, to use a frontier expression, it is ‘the whole shoot- 
ing match” within itself, and can function on its own 
responsibility. 

What benefits have the public received from the com- 
mission to justify the expenditure of the money necessary 
for its maintenance? It has made some useful investiga- 
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tions; it has rendered some judgments satisfactory to the 
public; but if the country is any nearer the suppression 
of monopoly in restraint of trade, the public has not 
found it out. There have been a greater number of cor- 
porate interests consolidated since its organization than 
there were before. 

It may be said that the combining of capitalistic inter- 
est is not in restraint of trade or hurtful to the public. 
That is a matter of opinion that may be answered from 
many angles, but in the last analysis we are constrained 
to ask ourselves the question, Why did the Congress sur- 
render its powers to a commission to negotiate with big 
business about its desire to consolidate, rather than pro- 
tect the public interest through the criminal penalties of 
the Sherman and the Clayton anti-trust laws? 

I have discussed only a few of the various divisions, 
boards, commissions, and bureaus to which the power of 
the Congress has been delegated and that are day by day 
centralizing the functions of government in Washington 
and destroying independent action by the States. The 
real issue involved is not the expediency of the action in 
each case, or whether or not the general subject matter ap- 
peals to our sympathies or our emotions, but as to whether 
the Congress has abandoned fundamental principle in 
surrendering the power given it under the Constitution to 
agents appointed by the President, who are not directly 
responsible to the people for their acts of omission or 
commission and often do not visualize the needs of the 
people they govern by their rules and regulations. 

There is another grave reason why the power of gov- 
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ernment should not be intrusted to bureaus and com- 
missions. Almost universally the persons appointed to 
hold these offices are honest and capable, but they are hu- 
man and subject to the frailties of human nature; they 
seldom come in contact with the mass population they 
are supposed to serve. The special interests that are in- 
volved are always ably and powerfully represented by 
agents who know exactly when and where to strike, with 
the result that a bureau originally created to guard the 
rights of the public may ultimately become the first line 
of defense for those who seek for privilege at the hand of 
the Government. 


CHAPTER XXXII 
THE FORCES CONTROLLING GOVERNMENT 


I HAVE sought to enlist your interest in the “drifting 
sands of party politics,” that you may analyze the power 
and the purpose of the forces that control and direct our 
Government. 

André Siegfried, an Alsatian, in his analysis of Amer- 
ican political life, considering what are the virgin springs 
of political power, very pertinently says: 


The country accepts the existence of a political class who are 
pursuing the interest of their own parties, and it pays them a heavy 
commission in order to be able to use their intervention and their 
equipment; but it does not let them handle anything vital, for in 
the end they are the slaves of public opinion. The real strength of 
the country therefore does not lie in the political machine, but 
in the interests, the convictions, and the passions that make use of 
the machine. Were it not that the public allows itself to be led 
away by highly organized propaganda, it would indeed be a per- 
fect type of democracy. 


You may challenge this view of our political control, 
as it comes from a foreigner looking from the outside; but 
often the spectator who is not involved in the conflict has 
a better vision of the battle than have the contenders. In 
language that is more brutal than considerate, the sug- 


gestion is that the Democratic party is less powerful in 
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affairs of the Government than organized labor, the Anti- 
Saloon League, or the Protestant churches, and that the 
Republican party must stop, look, and listen when or- 
ganized big business or the Ku-Klux Klan waves the red 
flag at the legislative crossing. 

There is much truth in the suggestion that special in- 
terests in one guise or another are more potent in secur- 
ing the legislation that governs the country than are the 
political parties under whose banners the politicians are 
elected to hold office. Even the party platform of a great 
political organization ceases to exert a potential influence 
after the election is over. 

We must not forget that our Government means pro-- 
tection to life, liberty, and property; that it is the prop 
that sustains the home and guarantees a Christian civ- 
ilization. Can the country afford to acquiesce in a sys- 
tem that follows no governmental principles in its control 
and drifts with the demands and desires of special classes, 
who consider no public danger and have only their own 
objective as the final purpose of their endeavors? 

The American people play politics in the same spirit 
that they play golf. It is a great game and they enjoy it, 
‘but national politics is seldom the serious business of 
life with the mass of our people, and this is true regard- 
less of education, wealth, or environment. Except where 
he has a personal interest at stake, the big business man 
is less inclined to go to the polls to vote his convictions 
than the man in the street. America is first and last a pro- 
ductive nation, both in fact and in sentiment. Building, 
development, and production hold the right of way not 
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only in the counting-house and factory but also in the con- 
versation at the club and the home. Government politics 
is almost always a matter of secondary interest. The busi- 
ness and social interest in the home community holds the 
attention of the great mass of our people, and but few are 
awake to the machinations of politics in a far-distant 
capital city. 

We have no near neighbors whom we fear. The Revo- 
lutionary stock has always regarded the Government as 
the means through which the majority ruled, rather than 
an organization to which they held allegiance, and more 
recent immigrants coming from Europe, who visualize 
the allegiance the citizen holds to the king, are accus- 
tomed to seeing the Government subordinated to religion 
or to a family. The feudal ties of ancient days have never 
bound our people together; therefore we, as a nation, 
lack the tribal spirit, the race loyalty, the impulse of self- 
preservation that binds together the national existence of 
other countries and makes loyalty to government a living 
necessity rather than a patriotic sentiment. 

Indeed, we Americans hold a divided allegiance to state 
and national governments. As we may change our alle- 
giance to the State from day to day by moving our resi- 
dence to a different State, we become confused as to our 
governmental attitude and are likely to regard the law 
of the land as the government of our country. 

Our people are fully alive to the method and manner 
by which laws are made and changed, and each organ- 
ized group of citizens, impelled by class desire, endeay- 
ors to reflect its own ideals into our Government by a 
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change of law in its own interest, regardless of what may 
be the ultimate resultant injury to other citizens of the 
United States. 

If we were a small country and a homogeneous people, 
affected by the same climatic, agricultural, industrial, 
and racial conditions, the impulse of selfish desire or re- 
ligious antagonism would of necessity correct itself; but 
the uncontrolled desires, whether induced by humanita- 
rian motives, religious purpose, or personal impulse, of 
a majority of the people, when crystallized into the law 
of the Federal Government, may work grievous harm to 
great communities whose economic, moral, and climatic 
environments are unsuited to the changed conditions 
forced upon them. 

When the Government is only the reflection of the senti- 
ment of the local community it is quite possible for dis- 
cordant elements to adjust their differences without seri- 
ous injury to those in the minority, but when the injured 
minority is far removed from the controlling majority 
by distance and political sentiment, revolution is more 
than likely to follow in the footsteps of oppression. The 
encroachments of the Federal Government on the rights 
of the state governments has made this unhappy condition 
in our country possible by attempting to set up moral, 
economic, and educational standards that are nation- 
wide in their influence and consequences. 

Most of the evils of government we suffer from to- 
day would have been avoided had the legislature followed 
the principles proclaimed as the pillars of strength that 
sustained our Federal Union in the beginning and in- 
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hibited the United States Government from attempting 
sovereign dictation in regard to the religious attitude, the 
business needs, and the life habits of the people of the 
States. 

Let me recall again Mr. Jefferson’s prophetic words, 
“Our country is too large to have its affairs directed by 
a single government.”’ If we are wise, truly patriotic, and 
visualize the peace, prosperity, and happiness of all of 
the people of the United States of America as the great 
ideal to be obtained by good government, then, to begin 
with, the selfish equation must be eliminated in legisla- 
tion and the condition and the viewpoint of our neigh- 
bors must be recognized and given the same consideration 
as our own. 

We can do this intelligently only when we know our 
neighbor and the conditions that surround him. We 
cannot commit error when the Central Government at 
Washington refrains from the invasion of habits, cus- 
toms, morals, and home life of the people and leaves these 
matters of first importance to the determination of their 
local governments. 

Where our danger lies is not from a majority of the 
mass of all the people, whether they live in the North or 
the South, the East or the West, but it comes from 
majorities reflected in legislative bodies induced by the 
fear or influence of the organized blocks, classes, and 
clans who have taken upon themselves the purpose to 
govern our country in order that they may achieve po- 
litical power, business or class advancement, and ethical 
progress. André Siegfried further says: 
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Nowhere else in the world are associations so powerful as in the 
United States, and especially if they have some social or religious 
propaganda in view. The good will, the funds, and the devotion 
at their command are enormous. With their excellent equipment 
and ceaseless and varied activity, they are the real expression of 
the community, and they enable it to carry out definite programs 
of reform. The reverse of the medal, however, is almost alarming, 
for their unrestricted influence on public opinion is positively dan- 
gerous. An Anglo-Saxon community is a veritable hotbed of fa- 
natics who know no scruples in imposing their favorite nostrums. 
Publicity, which is reduced to an exact science, provides an auto- 
matic means of reaching the masses. The temptations are too great, 
and the weapons too efficient. 

The power of propaganda is all the more irresistible when the 
capitalists and reformers combine forces, especially as it is un- 
necessary to have public opinion behind a bill to get it through 
either the Federal or State legislatures. All that is needed is a 
vigorous association with access to the local or national moneyed 
interests through which the support of the press is obtained. Once 
this is arranged they set out to capture one of the parties or some 
individual Congressman. If the party has not already been won 
over to the opposition by some equally efficient association it 
nearly always comes round, provided the attackers have enough 
ammunition. In the end, the public is more or less phlegmatic and 
easily led; so the struggle is left to minorities and the best organi- 
zation wins. Prohibition could never have been passed otherwise. 


The ambitions of the associations know no limit, and 
would absorb the entire power of government in their 
efforts to advance class conditions or to fix hard and fast 
rules for the moral uplift of the world. They claim to be 
working in the interest of humanity and demand support 
in the name of the welfare of the community. Herbert 
Spencer announced that the individual must be protected 
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against the all-powerful state, but we have now reached 
the place in America where the great danger to the plain 
citizen comes from the associations in the body politic that 
in the open forum or in the secret conclave are directing 
his Government, absorbing his property, and violating 
his person, without apparent redress on his part. 

The quotation I have made in the preceding para- 
graphs comes from a book, “America Comes of Age,” 
written by one who is foreign to our country, possessed 
with the vision of comparison to realize how much less 
restraint there is placed on the freedom of action of the 
individual in the countries of northern Europe to that 
he must now submit to in the United States. There may 
be those who will consider the picture overdrawn, but the 
money subscriptions of big business to the campaign 
funds of the Anti-Saloon League in recent elections are 
recorded facts, and the close political alliance between the 
leaders of the Ku-Klux Klan and the prohibition forces 
in many States of the Union have been common knowl- 
edge to all. 

The chromosomes of our new political life are all most 
powerful. Organized wealth, organized religion, and or- 
ganized prejudice associated in one political effort for 
national control have been an almost irresistible force 
in American politics, and the office-holder has seldom 
been able to resist the combined attack. These forces, in 
the main, have made the laws and run the Government in 
recent years, and each has collected its share of the toll 
as it went along. Protection, prohibition, and political 
office have become the slogan of victory. 
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The associations I have named above are not by any 
means the only organizations that have exerted power 
and influence in the new Government. There are many 
others, some as potential as those I have indicated, and 
there are many smaller ones who imitate the example of 
the great. In the end they are in the game to win a stake 
of their own choosing. They are one and all prepared to 
barter and traffic politically to attain the goal of their 
desire. 

No system could be more productive of bad govern- 
ment for the individual citizen, than for organized class 
to direct the destiny of our country. What can be done 
to overthrow the rule of class and return to the simple 
government of the people, that persisted in the main from 
the days of the Revolution to the dawning of the twentieth 
century? It cannot be accomplished by decrees of law 
against class organization, the expenditure of enormous 
campaign funds, or the meetings of secret political so- 
cieties. If past experience has taught anything, it is that 
the struggle for self-advancement with power behind it, 
where the reward is worth while, will in the end nullify 
the law that stands in the way. 

The plain people are not organized; they have no 
agents at the capital of the nation to protect their inter- 
ests; they are often misinformed and misled by untruth- 
ful propaganda. There is but one safe course to pursue, 
so far as our National Government is concerned; that is, 
remove the temptation for class advancement through 


political power. In other words, remove the rewards that 
associations battle for. 
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The men and women of America who desire the pres- 
ervation of their individual rights under the Constitu- 
tion of their country and are opposed to the establish- 
ment of a system of paternalism in the United States must 
above all else and at all times stand steadfast to the first 
principles of government, and see to it that their repre- 
sentatives in Congress do not sacrifice principle under 
any circumstances, no matter how alluring the bait 
may be. 

We should divorce the Federal Government from any 
intimate association in the domestic affairs of the people; 
confine its active function to the national endeavor con- 
templated in the beginning; as far as possible abolish the 
numerous boards, commissions, and bureaus that are 
now exercising powers of government. We should con- 
fine the power to exercise legislative discretion to the 
Congress of the United States and maintain the power 
to execute the laws in the hands of the President, where 
power and responsibility may be united in one person; 
allow only the courts of the land to pass judgment that 
affects the rights and liberties of the citizen. In other 
words, we should abolish the discretions that are now 
vested in a bureaucratic government and restore in its 
entire integrity the government of law we inherited from 
our fathers. 
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Here the reader is taken behind the scenes 
of the government of the United States 
and given an intimate view of the important 
legislation of Congress between the admin- 
istrations of Cleveland and Coolidge. In 
the course of this interesting review the 
late Senator Underwood shows how Con- 
gress under the pressure of highly organized 
minorities, has gradually drifted away from 
the fundamental principles of free govern- 
ment as laid down in the Constitution of 
the United States. The story of the move- 
ment for freedom among the middle classes 
of England under the Tudor and Stuart 
dynasties is briefly and vividly recalled to 
the reader’s attention as a prelude to the 
development of governmental principles in 
Colonial America. The history of early 
American legislation, the combat of the 
forces that followed the banners of Hamil- 
ton and Jefferson, the political issues of the 
time of Harrison, Cleveland and McKinley 
are a part of the background that leads to 
the real purpose of the volume in analyz- 
ing the legislation enacted by Congress from 
the Spanish-American War through the pe- 
riod of the World War. 

The Sedition Law and the temperance 
movement which led to National Prohibition 
are clearly revealed by a man who had an 
active part in their legislation. The grow- 
ing tendency of Congress to centralize 
power in bureaus at Washington is con- 
demned and the true controlling forces of 
government today are graphically defined. 
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